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PREFACE 


This pubhcauon onbodics the lectures dclHcred by me as BanaDj 
Reader of the Patna UnivcrsHy from 26th March to and Apnl, igi©, at Patna. 
They -vK printed substan&ally as they were dcli\-ercd with onlv a fdv verbal 
alterations and the addition of reference matcnal etc In the caie of Lectures 
4 and 5 the division in the actual ddivery was different fnnn that in the pub- 
lication in order to achieve an even Jistnbunon m time 


\Shcn I received the invitation from the Patna Umvcrity to deliver 
these lectures, I hid been for some tunc engaged on the work of the Bombay 
TcxtJe Labour Enquiry Committee. This explains the choice of subject. It 
might also explain, at least partially, the somewhat gcrappv character of the 
exposition. Tlic contents ol these lectures were largely determined bv the plan 
of the reports of that Committee I desired to avoid dealing at length with all 
the s ibjects that were bang treated m detail by the Committee. For a large 
number of topics not dealt with adequately here, T srauld, therefore, refer the 
reader to the reports of the Bombay Textile Labour Enqujv ConuniUee. It 
follows that 1 am spcaall) indebted to the membm and die asoaate mem 
bers Miih whom I vsorked on (hat Committee. It was chiefly work on this 
Caimiiuttee that gave shape to my ideas on dm subject, and most of what 
might be found to be of >^uc in the lectures « ih* resuh of the joint delibera. 
tions and enquiries with my colleagues on the Committee I have also been 
fortunate in being able to draw freely upon the »flde and deep knowledge of 
Indian labour preblons possessed by my fnend Mr S R Deshpande. 

Ordinanly the lectures would have, in course of time, been printed by 
the Patna Utmemty As, however I was anxious m puNivh them early, the 
authorities of that Umvcr'ity were kind enough to permit me to do «© My 
thanks are due to the Manager, the Onental IVaidiman Publahmg House, 
Poo^ for bni^g out the publicaUon within a very short penod. An early 
pubhcauon was also made poeaiWc by Messrs, b V Sov-ani and D V Deodhar, 
who looked after the larger part of the work of seeing the lectures through 
the prtss 


i2lh January, 1543 
Gokhalc Institute 
of Pohtics and Econonua 
Poona 4. 


B R. Gancn. 



LECTURE I 


WAGE LEVELS-IN THEORY AND 

PRACTICE 


It is not my intention in this series of lectures to treat in an exhaustive 
manner all the varied problems in connection irith industrial labour that con- 
front us today in India. Such a task would be both beyond my powers and be- 
yond tlic scope of a lecture series of this type. What I intend to do is cliiefly 
to indicate the nature of the more urgent problems that we face today and tlie 
main directions in which, in my opinion, tlicir solution has to be sought. 

In doing this I shall not attempt an exhaustive description of the condi- 
tions under which industrial labour ivories and lives; nor shall I attempt a de- 
tailed historical sun'cy of the manner in which these conditions and their regu- 
lation have developed through many decades past. Fortunately, there have be- 
come available during tlic last ten years many excellent accounts dealing with 
both these aspects of Indian labour problems. While eschciving detailed descrip- 
tion I shall, hoivever, try to base my exposition on an adequate amount of con- 
crete illustrative data. Without such illustration the treatment of a subject like 
this must lack reality, and this is a defect ivhich above all otliers I am anxious 
to avoid. In the sphere of applied economics, and I personally believe in the 
entire sphere of die science of economics, it is the facts of die real ivorld that 
are our raw materials. The economist is concerned with arranging the observed 
facts in an intelligent manner; in such a manner, that is, that dieir inter-con- 
nccdons and their inter-actions may be brought out significandy. It is only 
if the economist succeeds in doing this that die statesman and the businessman 
can take stock of the past in order to guide their actions in the present and to 
plan for the future. 

I shall begin ivith a consideration of the central problem of wages. The 
wage that a labourer receives has perhaps greater significance for him than any 
other feature of the structure of industry. The manner imd the extent to which 
he is able to feed, house, and clothe himself and his dependents is'closely related 
to this direct payment that he receives in return for his services. The wage 
largely determines the standard of living of the ivage-eamer. As I shall have 
occasion to observe later, the standard of living of die labouring classes may also 
be influenced by a number of indirect receipts in the form chiefly of services ren- 
dered by common, co-operative, or state agencies. The extent of such services 
is, however, extremely limited in India at the present, and today the wage has 
ivith us a decisive influence on the manner in which industrial labour lives. 
Naturally, the labourer is more concerned with the mmntenance and increase of 
the size of the wage than with other questions. A diminution of die wage 
received, cuts into his already meagre standard of living, and in a steady increase 
of the wage upward lies his chief hope of obtmiung decent liidng conditions for 
himself and his fanuly. It is no wonder, therefore, that the Indian labourer 
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lie ta eoaftms m other countna, bolib tenaaously to wh»t he already rwavo 
aid seeks every opportumty o/ getting the wge increased 

To the employer the ivage IcvtI is a matter of almcst equally close con* 
cem The wage payment rcpfcscnts tor him an imponant iltjn of ha cast of 
production In some industncs— as for example coal mming—it may represent 
ovcrwhelnungly the meet important item »n the cost ^eturc But even m othen 


raw matenak or the transport charges that he has to bear are, for example, pay- 
ments whose level u determined by forces that ordinarily he outside the sphere 
of control of the individual employer U ago ho»« ever are not similarly placed 
for the large majonty of cmplovcri in India, In these circumstances it would 
not be uTmaiural to fmd employers often ftsorting to an adjustment of wage rates 
whenever the reed for economy anses. 

As a consequence, wages represent the chief point round which industrial 
d^utes arc ontred. The ofTiaal statjitics relating to industnal disputes in India 
reveal the importance of the role played by wage rata and wage payments. More 
than half the total number of di^io m 1938, for example, took place because 
ot a diRertnce of opinion betv^een the two parties itgaidmg th» question.* 

The deternunaueti of the site of the wage and the methods by which the 
wage may be paid thu constitute the most important problem relating to m 
dustnal labour m India, klow shaB a wage be paid' ^^hallsthelevd alwhich 
wages shall be pitched* How shall appropriate adjustments in the method and 
the level be made in changing citaimsianco’ Tboe art questions to which all 
who would study problems of industrial labour must address themselves. In theu 
proper solution ho the mam hope of a smooth vvorlong of industry and the mam* 
tenance of cordial mdustrul telatioos. 


In a consideration of this question rt may naturally be suppcecd that wt 
would be greatly helped by economic theory If we could ascertain the factors 
that play the dommant role in the detcmunation of wago and observe the man 
ner of their workmg we should be able to appreciate the nature of the problem 
and consequently be in a favourable posinoa to attempt its solunon I shall, 
therefore, begm with a brief statanent of what appears to me to be the present 
poauon in respect of the theory of wages. 

•IM)t,STniAL DISPUTES D. ECDIA CLASSIFIED ACOOIUIINO TO CAUSES 

or Dispxn'ss 


Pewonat LekreuulCoan Olfim 


60 


In this, as in other branches of economic theory, it cannot be claimed that 
any unanimit)' of opinion exists. But the position of the main body of economic 
theorists seems in this respect to be clearly defined. The most authoritative ex- 
positions of the theory of wages today follow the marginal approach and explain 
wages as a distributive share earned by labour in accordance with the contribu- 
tion made by it to the value of the product. It is not possible at this place to 
explain the various steps taken in arriving at the conclusions embodied in this 
theory, neither is it necessary' for me to do so. It is only necessary that the 
broad postulates and implications should be pointed out and the conclusions flow- 
ing from them be indicated. The first postulate is, of course, comparatively 
free competition among producers, and the second, a certain degree of mobility 
on the part of the factors of production, including labour. Given these condi- 
tions and an absence of external interference, economic tlieory holds that “Laissez 
faire tends to bring about equality of incomes; for in competition similar fac- 
tors of production tend to receive the same rewards in every industry. , Labour 
tends to move into the industries which arc paying the higher wages, until the- 
wage-rate is tire same in aii industries.”^ On these general assumptions an elabo- 
rate structure is built explaining the manner in which wages, among other 
di.stributive shares, come to be determined in a competitive society. The im- 
plications of this elaborate thcoty' of wages are weU summarised in the fol- 
lowing extract; 

“The marginal productivity theories of wages which are upheld by many 
economists arc based on various combinations of the following principles: (1) En- 
trepreneurs tend to find out by experiment the resultant effect on the value of the 
joint produce, which follows upon employing just a Utile more, or just a little 
less, labour — other things equal — and competitive pursuit of profit induces en- 
trepreneurs to hire labour up to the point where the marginal or ‘last’ man’s wages 
nearly equal the increase in product which results from adding him to tlie preceding 
productive combination. (2) All units of similar labour must sell for the price 
of the marginal unit. (3) No one entrepreneur is a perfect experiment station for 
such determination, but eacli one has considerable opportunity to vary his combi- 
nations of productive resources; and so at any time the whole economic system is 
tending to settle into an equilibrium of prices of products and prices of factors 
which ideally might be described by a vast system of simultaneous equations.”^ 

If the market functions in accordance wth these expectations, a certain 
level of wages for each occupation vnll be reached. Prof. Pigou calls a wage 
at such a level a “fair wage.” He describes in the followng terms the relation 
that a “fair wage” in any occupation should hold to wages in other occupations 
and to the general system of wages: 

“As between exactly similar persons it is evidently equivalent to a relation 
of equality of real wages. My definition thus conforms to tliat given by Marshall 
when he writes that, in any given industry, wages are fair relatively to wages in 
industries in general, if, allowance being made for differences in the steadiness of 
the demand for labour, ‘they are about on a level witli the payment made for tasks 
in other trades which are of equal difficulty and disagreeableness, which require 
equal natural abilities and an equally expensive training.’ . As between persons who 
arc not exactly similar, fairness in the above sense implies real wages proportioned 

1 Meade — ^Introduction to Economic Analysis and 'Policy,” 1930, p. 212. 

2 Dickinson — ^‘Compensating Industrial Effort,” pp. 150-1. 
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to •e(rciencT*, ihe ttTciency of b worker Being mearortd by bu net product conerirtd 
u piargina^. by the price of Uu« producL 

Ills obvious that an exact corrapondence bchvecn the marginal product 
of labour and its remuneration u a purely theoretical concept, and that such 
a correspondence cannot be observed ui practice. The labour market a r« 
static and apart from the cfTiaency of the labourer hanscU the value of the net 
product depends on the other crwjperatmg factors of producUon and the value 
of the finished product Prof Pigou has hunseU analj-sed m detail one aspect 
of the difiiculues involved m eapetung a close correspondence He wntes 


“In pure ll eory it would seem that adjustments should be rnadc conUnnally 
from day to day or even from moment to noment. To AiS sort of adjustment, 
however there are imuperaWe practical obstacles Time b retpsired for the eol 
lecUon and arrangement of the statislica upon which the changes must U bairt 
Considerations of bookkeeping and ordinary business convemenee come upon the 
sts’e. and fie a lower limit, beyond wlicli the interval between successive adjust 
■jnrnu ,».* nr,* ~ t .—i n» i . In 8 Small 

• • f . m m . national 

• ■ • • • tesimal level 


Prof Pigou unfortunately nowhere explains at length the influence of 
these difTieuU « on the \ vhdity of hvs theoretical structutt. Other vmters, how- 
ever acknowledge them and attempt to indicate the limitations under which the 
ferces may be supposed to v>ork. Prof Hides, in what may be regarded as the 
latest systenutic exposition ef the tradiuooal theory of wages, thus deals with the 
problem. He wntes 

“There is no necessity whatsoever for the wage a man rttt ves at a pst 
ticular moment to equal hu tnargmal product. In so far as thst term ‘margmal 
produn can be given any sense at all in a changing coRunuruty it can only mean 
the wage a man would uliinslely receiie if the fandimentaf conditions of 

S ihbnum— the number cl people in the market, their tastes, their ability to 
our and the property iliey possess — were made eternal as ther exist at the mo- 
ment, and the process of setvUog down followed to tVs furthest limits This mar 
guial product is a regulator of wages, but it docs not determine their precise roagni 
lude For the margmal product of a man* labour defined «\ this way changes in- 
cessantly and wages do not incessantly change SomeUmes the wn^e must fall 
below the marginal product, somclioiea exceed it. But any such diHerence if it 
IS maintained for long slowly bends wages to meet the new situation The forces 
elucidated by c<iu librium analysts are the forces which, in nearly every case, 
cause wages to change ' 

“Like Professor Clay we nmst conceive flie wages of labour (at least over 
a very large part of the labour maiket) as a ‘system ’ a system with considerable 
interaal stresses of its own. As eeonoroio conditions vary they bring about changes 
in the sysiem, but external changes have to teach a certain magnitude and a cer 
tain duration before they can break down the uitemal rcs.slaiice.’'* 

I haw felt It necessary to quote this passage at length to show m what 
manner the lirmtauons of the marginal approach arc recognised and explained 
The importance of this lies ui the fact that m spite of the limiuUons they rccog 
toe, economists go on to base conclusions m respect of the working of the eco no- 
S ftgou, *- G,— “Tb* Eeocea^c* ot " art Z4_ p. MO. 

e Op. e t, p. B33 — • r- 

SEkLs J B,— “Tta Ibecry o£ TPaee*' 1033, pp. io-y 



mic system and to proffer advice in respect of economic policy tvhich is based es- 
sentially on the marginal analysb. Thus Prof. Pigou reaches a conclusion very 
important from the point of vie\v of wage policy when he la>'S down that the 
interests of the national dmdend tvill be best promoted under a system of piece- 
wage scales controlled by collective bargaining.® This conclusion, it should be 
noted, is arrived at by a compromise between theoretical and practical considera- 
tions. A piece-wage is preferred to a time-wage because under the former system 
there is greater possibility of a closer approach of the earnings to the marginal 
product than under the latter. Collective bargaining is, however, introduced not 
on account of similar reasons, but rather in order to get over what is realised as 
a partially justified opposition of workers, or certain sections of them, to a piece- 
wage system. A piece-wage is preferable; but it is realised that it provides op- 
portunities to the employer to nibble at the rates and thus to cut earnings sur- 
reptitiously. Collective bargaining is suggested as a safeguard against possibilities 
of nibbling. It is unfortunately not made clear whether collective bargaining 
^vill have results other tlian those of merely prex’cnting “nibbling,” whether it 
will not tend, in certain circumstances, to move a^vay the wage rate from the 
level of the marginal product. That at least seems to be the fear entertained by 
many other marginal economists. 

To cite another instance. Prof. Hicks, as a result of what he evidently con- 
siders a very realistic study of the problem, arrives at the conclusion that any 
attempts at regulating wages arc futile because of the adjustments that the en- 
trepreneur %vill make in order to avoid the effects of such regulation. “The en- 
trepreneur,” we are told, “has learned more tricks than arc easily reckoned with,”^ 
The conclusion of Dr. Hicks has a very important practical bearing. To all those 
who would pin tlicir faith on the possibility of bettering conditions of labour or 
of obtaining a more equitable distribution of wealth through the agency of the 
State or Labour Organisations, he utters a grave warning. And yet the conclusion 
is based almost entirely on the traditional assumption of close and continuous ad- 
justments made by the entrepreneur. It is assumed throughout the analysis that 
such adjustments arc always possible and that, in fact, the entrepreneur always 
makes them. 

I am not concerned at this stage with the validity of these conclusions. 
My intention was chiefly to draw attention to the fact that the traditional wage 
theory is not only expounded in the form of a logical structure built on the bases 
of certain assumptions, but that this exposition is used by some of tlie most 
notable amongst economists to yield significant practical advice. When it is so 
used it becomes necessary to examine not only whether the exposition is logically 
valid within the limits of tlie assumptions, but also ^vhethc^ the facts of the real 
world are at all similar to the world of the economist. 

I shall, of course, talk of the facts of Indian economic life alone. It is 
unnecessary for the purpose in hand to go abroad for examples. I may, how- 
ever, note that even in England economists like Prof. Clay and Mr. Rowe, who 
have approached the study of wage theory through a previous realistic study of 
tvage problems, have expressed themselves much more cautiously, in part almost 

6 op. cit., Part in, Ch. Vni. 

Hicks, op. cit., p, 220. 
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KtptioUy, m mitten. In the Cm iimince I thonld hie to empl^ to 
the theory ot the free muket o ippheible, pcthjpe more closely to cettim tphiro 
of Into economic hie during the tot too ytsn, thia to iSinmt my othet ^00 
ol economic history m iti) otht counttv Iho i! toptcially tree m respect 01 
parts of our life ^hcre tradmen and custom had hide hold- Such was ttic 
case m the Me of the new indusinal aUes that grew up m India m the x jth 
century The chief mnuence that in the other sphera of our economic life a 
held to modify the action of free compculion—tradiliortaS modes rf thonght isd 
behaviour— vfas obviously afaent from the »»wJung of the new mechanised In- 
dustry that came to prominence in India m the last quiirter of the 15th century 
In other countnea the two torca that hampcitd the atinen ot the free forces of 
competfuon were the authority of the ttate and the power of organised bodies of 
employers and the anplo)ed In both these respects, however, the pcaiUon of 
modem industry in India w'as very happy The state tn Indu, especially before 
the War of 1914 18, had raised toxret /c re into a principal 10 sacred and power- 
ful that il enjoined a veto on the creation even of a priyvinnal department of in- 
dustries. Ccmpetiuon among entrepreneurs, on the other hand, was keen and 
reckless, and the emplojees were for the larger pan a floating body of disunited 
and isnorant persons. The pre war (1914^ conditions m Industrial India maj 
thus be well described as the paradise of the lausec fare economist Some change 
has no doubt come about during the last tw-o decades Even so I bcjicve that 
the Indian labour market ‘till apprtrtunates mere to free market conditions than 
the labour market of almost an> other country in the world. The state taka 
nowaday* a hide more on itself than It u»ed tiv -e •. 

parture has been m the grant of • • • * • • 1 

Acts are idso more elaborate and • » • t 

tion » )et in evidence and the staic uoes not yet undcnalc any of the indirect 
services such aa ifflemploymcnf benefit or «ickness insurance, which may have 
an important influence on the Supply of labour tn other countries The cm 
ploycre are much better organised than in tic prmou* penod, but it ts only 
uv rare instances that they combine to determine cohecUvdy wage and workup 
condiuom. Labour « more ewnsaous of itself and more aware of the rights 
Qiat It may daim and the pm-abont from which it mlTcrs, but it is almost no- 
where sufficiently organised to exert conunuous influeacc on the bajeain. 
An occasional instance of aiccecfid coflccovu bargaining serves to emphasue 
the immense ewent of the “fttt” area left out of 10 scope. 

I note ttese facts in order to point out that if a comparatively freeUbout 
maikct can t^y be said to exist anywhere, it exists «, India. If, therefore, the 
working of flic free maAct is supposed to lead to certain results and adjustments 
^ conditions, ihtsc must be reflected in the 

«^uons of mdusmal labour in Indnu I proceed now to oamme wage condi 

t ^ manuf acture of 

Utton and 3 uie. Condiuons of cotton textile Ubour I shall cxcmohfy chiefiv 

rtJl me most important producer of cottoa faewry p,«c troods m India. Of 
Jute labour, C^cutta with us environs a the cmiy important centre. The State 

or by reguUtmg coudilimu of wages «• d labour ^supply tQ Z 

IWl 



dmtry enjoys today a protective tariff; it should, hoAvcver, be remembered 
that protection by tariff has been substantial only since 1930. In the Jute 
industry again employers take no combined action to regulate the recruitment 
of or wages of labour, and trade unions of labourers arc almost non-existent. 
In the cotton textile industry collective bargaining has, to a greater or less 
extent, characterised Ahmedabad for some years past. In Bombay, ■svhilc trade 
union action is not effective, millowncrs have lately begun to regulate wage 
levels conjointly. In other centres of llic industry employer and employee 
organisations arc yet very weak. Both these industries have a comparatively 
long history, so that if there arc any trends or results which would operate only 
in tlic long period there has been sufficient time for them to be visible. The 
following descriptive account should be examined in llic light of these remarks. 

The most reliable and exhaustive data relating to wages of industrial 
labour in India arc to be found in connection ivitli the Cotton textile industry 
in the Province of Bombay. A number of sample censuses and one complete 
wage census have been conducted in this Province by the Government Labour 
Office. There arc also available the results of a special official enquiry into the 
wages and employment in the industry in 1934. A study of the results of these 
censuses and enquiries should enable us to arrive at an idea of the nature of 
wage movements and the relation between the levels of wages paid by different 
units. At the outset I should like to point to certain difficulties involved in 
the use of these statistics. The first difficult>' arises from the possibility that 
the same occupational grade may not always be indicated by the same oc- 
cupational name in all units. The investigators of the Bombay Labour Office 
were, it is reported, aware of this difficulty, and care has been taken in the 
results published by that office to guard against any confusion arising out of 
it. Classified lists of occupations were usually prepared in advance of the cen- 
suses, and investigators and mill authorities were notified of the uniform nomen- 
clature adopted. This difficulty may, therefore, be ignored when dealing svith 
data published by the Bombay Labour Office. The second difficulty is more 
formidable. For the purpose we have in view it is necessary to ascertain the 
rate of payment per unit of work performed. When workers are paid on a 
time-rate, the unit in terms of which payment is made is a unit of time — an 
hour, a day, a week, a month, etc. The wage data which are presented in 
terms of actual earnings for a unit of time correctly reflect, for these workers, 
the level of rates of payment also. This, however, is not the case wth work- 
ers paid on the piece-rate system. The variations in the earnings of these 
workers do not necesarily reflect variations in rates of payment for a standard 
job. A variety of reasons, including differences in the efficiency of the indi- 
vidual workers, may bring about variations in earnings even though the rate 
of payment is the same. The data regarding the earnings of piece-workers 
have, therefore, to be used with caution and cannot by themselves be used to 
prove differences in the level of rates of payments. 

I shall begin by indicating from the results of the sample wage census of 
1937 ff'c variations in the level of payments in the same occupations in various 
centres of the industry in the Province of Bombay. A few figures should suffice, 
and I choose for illustration from the spinning side of a cotton mill three im- 



portant categories of tiRiMvotlm, whose duties are wcD-defincd These thrr* 
classes are doflers, tar\«ilas, and nng spinncn minding one side of a frame. 
In 1937 the average daily rates of wages of a doffer in Bombay were found to 
be As 10-5 The corresponding figures for the other tvTJ important centres, te. 
Ahmcdabad and Sholapur, were As. 9 tt and As. 7 These figures relate to 
industnal hbour emplo>ed m particular atia Turning to averages regard* 
ing scattered umts b certain regions we get at even lower levels. Thus the 
dollcr m milb in Gujarat (other than those at Ahmedabad) earned As 7-6 
per day, in Khandesh As C 1, and m certain mills in the Central and South* 
cm divTSions onlv As. 5 3 average The figures regarding the av’erage 

earnings of tarwalas and single aiders are set out in the following Ublc * 


Bombay 
Ahmedabad 
Sholapur 
Cujarat 
Khandesh 
C D and S D datnets 
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As 
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and rates of pa^Tnents bct\vccn different umts in the same centre, Of the oc- 
cupations studied in this enquiry that of the ring sider was the only time-rated 
occupation. Hence I shall confine my attention to that occupation. Hie 
enquiry took place after the considerable cuts in wages that tvere made in Bom- 
bay during 1933. It \vas found tliat as a result of the cuts the range of varia- 
tions in tlic earnings of siders, instead of having been diminished, had actually 
increased. This range wdiich was As. 4-8 in 1926 (as shown above) had in- 
creased to .'\s. 5-4 in December 1933. The author of this report observes, 
“In most industrial countries it is generally found tliat wages in the same kind 
of work in different units of die same industiy^, situated in the same locality, 
arc ordinarily very nearly the same.” Examining variations in earnings of 
operatives in different wards in the city of Bombay in tlic light of this prin- 
ciple, the following facts were noted relating to the average daily earnings of 
ring siders minding single sides. In the 10 mills covered by the enquiry in the 
E Ward, these earnings varied from As. 13-11 to Re. i-o-ii; in the 13 mills 
covered in the F Ward they varied from As. 12-10 to Re. 1-1-6, and in the 19 
mills covered by the enquiry in the G Ward tlie corresponding figures were 
As. 11-7 and Re. 1-1-4. is noted in the report that “while tlic variation as 
between milk in the same ward arc large, tlic variations as between the dif- 
ferent wards arc less striking.” This is to be explained by the fact that the 
ward figures arc averages and that there was no reason to expect a concentra- 
tion of either high or low wage paying milk in particular wards. The report 
of the enquiry also yields information regarding Sholapur, and it k shoivn 
that the average daily earnings of single siders in thk centre varied from 
As. 9-6 to As. i2-it. The range of variation shown for Ahmedabad for thk 
occupation was, however, small. It was reported that in 56 out of 73 milk 
the single siders ivcrc getting an average daily wage bctivcen 16 annas and 
17 annas per day. The report adds, “The explanation of thk presumably k 
that in thk occupation there k the standardization of ivagcs already referred 
to.” \Vidc variation in ivagc rates was thus the normal feature in centres 
ivhcre wages ivcrc unregulated. Thk was ako a persktent feature and showed 
no signs of diminkhing in extent by the mere passage of time. 

The figures cited above have been taken only from the time-rated oc- 
cupations for the sake of presenting the picture ivith materiak whose validity 
for the purpose cannot be challenged. The conditions in the piece-work oc- 
cupations are, however, of the same nature. Earnings of ivorkers, as the pub- 
Ikhed reports of the enquiries show, vary ividcly from centre to centre and 
from unit to unit in tlie same centre. The basis and manner of calculating tmd 
grading piece-rates arc again diverse. The actual piece-rates are tliemselves 
not usually available. Even when they arc available a comparison between the 
weaving rates k rendered impossible because of the complicated structure of 
rates in thk department. In other departments comparisons are possible. In 
recent proceedings before the Industrial Court, Bombay, it has been shown that 
the reeling and tsinding rates paid by different milk in Bombay stand at levek 
wide apart, and in information available to me for some other centres' of the 
textile industry in the province I have noted differences of the degree of 25 per 
cent and over between the highest and the lowest rates in the tvinding, reeling 
and warping rates paid by contiguous milk in the same centre, 
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Pn.vn.co of Bombay not only bocanso : «n 
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about conditions dsewhert help to confinn the conclusions formed W » 
of warn in the Bombay cotton textBe mdustry Let us for 
formation conlamtd m the report of the CauTsporc Labour Enquiry Corn 
mittee (1938I This report contains (pp 15 iB) unportani vi-agc statemenn 
furnished by the Eraploj-era’ Assooauon showing the wage position m *e m 
dustry in 1929 and 1937 The loBoiwmg table sets out, for certain fixed wage 
occupatwra, the wotilhly wages paid by mills paying the highest wage and 
the lowest wage in that occupatiorL 


Lowest 

Highest 

l-owest 

teAsPs. 

RsAsPi. 

RiAs.Pi. 

«4 2 9 

19-8-0 

14 10- 0 

14 t4 0 

19-0-0 

16 14 0 

22. ^ 0 

30-0-0 

92- 8- 0 

22 12 0 

30- 6 0 

24 13’ 1 


Blow Room 14 2 9 19-8-0 14 10- o 19-8-0 

Ring (Weft) 14 *4 o 19-0-0 16 14 o sy- o- o 

Sang (Front) 22- 0 30- o- o aa* 8- o 3®* ®* ® 

Drawers in 22 12 o go- 6 0 24 13- l 4®'*S* ® 

It IS not Imown whether att the figures given m these tables arc strictly 
comparable ^Vh3te^er the allowance that may have to be made on this 
account, it is clear that the position revealed b> them is one of great disorder 
In this connection the foUowmg temarVs of the Maiov-Tim’ Association which 
accompanied the wage statements will appear mstrucuve '*There was * 
diiTerence in the rates of time wage paid by the vemous mills, this difference 
btmg due to unavoidable faclon, juth as the age and design of machinery, 
lay-out of the factory and quality of the material worked etc. Piece-rates 
for difTcrcnt operations were calculated and based on traditional practical 
cxpenencc, and on such factors as die sp^ of machinery, type of material 
being made, etc ’ * Two other notable features of thi ge Cawtipore wage state- 
ments should also be observed. .v „ , ^ 

amlonnly according to the rates • < - • are 

some mills in which the general hut 

there are others which show m cuiiiparisoa a high level in some occupations 
and alow levd m others, and the uiadcnce of such vanauons cannot be 
explained on any readily observable grounds The other feature is that the 
movement of wage rates between the two dates, i.e. 1929 and 1937, for which 
staiisucs are available, is also not uniform The comparative position regard 
mg the vvage level as a w^lc, and regaidmg wages and earning in pamoilar 
ocwpauons of the mills changes appreciably as between the two dates. There 
^ howtt CT, no movement towards an apprccumaUon of the general or particular 
Iwels of the various nulls to a umfomv average by passage of tune. If anything, 
the gap seems to have become wider recently 

Evidence oUhke character can be adduced for the cotton textile industry 
m South India. This IS embodied m the report of the Court of Enquiry ajw 


pointed to enquire into the disputes bet^veen labourers and employers in the tex- 
tile mills in Coimbatore (1938). In one way this evidence is specially in- 
structive, for it relates to a centre where the operating unit is comparatively 
small. The total number of workers employed in Coimbatore at the time of the 
enquiry was 25,791, and the number of factories was 25. Under the ordinary 
assumption of economic theory, tlie forces of competition should work tvith 
particular effectiveness in these circumstances. In actual fact conditions appear 
to be even worse here than in the Bombay Province or in the United Provinces. 
The Court of Enquir)' found that there was “pronounced variation” in the 
“rates paid to the same kind of operative between mill and mill.” A few figures 
relating to certain time-rated occupations in tlic spinning section will make 
tills dear. Blow Room scutdier &. 14-0 (H.), Rs. 9-12 (L.): Can-tenter 
(carding) Rs. 12-0 (H.), Rs. 5-1 1 (L.): Grinder Rs. 16-0 (H.), Rs. 6-8 (L.): 
Spinner fe. 14-8 (H.), fo. 9-12 (L.) making all allowances for extreme cases 
and for some dement of non-comparability the figures in tlus report still cal! 
for a serious consideration at the hands of all students of economic theory. 

The cotton textile industry is the most important and the oldest-established 
factory industry in India. The conditions that obtain within it cannot be taken 
as representing a phenomenon that is cither temporary or peculiar. In respect of 
the variation in wage rates the position is similar everywhere else. The evidence 
for other industries is not plentiful. For the other important textile industry, 
viz, jute, we have no statistical data which can be used with confidence. The 
only recent statistics regarding wages in the Jute industry that I have come 
across are those contained in Appendix 9 to the report for the year 1933 of the 
Chief Inspector of Factories in Bengal. These wage statistics are presented in 
the form of frequency tables indicating the number of factories which pay the 
persons in particular occupations the average wages within certain limits of 
average monthly wages. It is difficult to interpret these data; for, we do not 
know how the averages were calculated and whether particular occupations 
are paid on time-rates or piece-rates. Except in certain occupations, however, 
the dispersal revealed by the frequency tables is very wide. Though we do not 
possess suitable statistical data -we have a description given by the Government 
of Bengal of wage conditions in the Jute industry in its evidence submitted 
to the Royal Commission on Labour in India. This description, as the foliorring 
e-xtract will prove, sho%vs wage conditions in this industry to be at least as 
chaotic a.s those in the cotton textile industry. 

The Bengal Government \vritcs: 

“Perhaps in no industry in the world, situated in such a circumscribed area, 
is the wage position more inchoate. The mills, grouped under different managing 
agents, work under wage sj’stems which have developed many local idiosynert^ies 
during the long or short years of their existence. Even in mills under die sme 
managing agents, there arc differences which, to persons not acquainted with the 
position, seem incredible. For example, in Uvo mills situated in the same area 
and separated from each other by Utile more dian a boundary wall, under the same 
managing agents, there is practically not a single entry of wages which is the same. 

10 Report, p. 39. 

H. — Highest 
L. — Lowest 
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each other the rates in one iniU have J®'. ^ ,3 |jni, other and under 
other t>.o tmlh In other kept, or arc sup- 

different a^jV ^ ojnungs are not ntressanlT 

'S L to... b«n .H. .O 
Such are*^bcttcr than the rates of the rei-hbounns nulls 

Let tt may lat tI»"El» >!“< vanaWity of rates ot trnEO is » 


‘ Methods of Fixing Wages 

“Jharia Mine Field— There Is no recognired sy'ttin by whi-h i^-ages hrre 
been fixed in the coalfields for skilled or untiled labour and they art no 
standardized 

1 Factories— In general %«pcsha\e not b«n fixed cither by necoUated 
agreements or by any other means Thus it is found tl at shapes rary fairly con 
sidexsbW CNCT tn tl e same area, as the figure^'* preen below thowtng the rales ot 
wages for (o 1 Tatas and Tinplate Companr which art both situated in JamsnM 
pur and fb) the figures of the Locomoiree Works at Jamalpur and *? nsular 
Tobacco Company both of whom are situated in die oeighbourhood of Monghyr, 
will show 


Ri rmlnr mstanccs could easily be multiplied There ts, hotvet cr, no virtue 
\tt mere tepetitvau I hi\ e (or the description chosen only the oldest centres and the 
most well established industries so that it may not be said that an unfair sample 


there ou^ht not W obtain dreenrencts of anything like the rnaByntude we find 
in the above instances Prof Piqou categorically lap doivn that “as between 
persons exactly similar in quahty fair wago mean — equal wages ’ '* Here 
1VC have ia<tancc3 of large masses of unskilled workers ivithin whose ranks there 
is little scope for differences in quality and whose work involved such little dif- 
ference, employed in contiguous estoblohments in the same industry at widely 
varying rales of wages It would be easy to give instances taken from the reports 
of the elaborate wage census conducted by the Bombay Labour Office in 1934 
1 1 ch show that payments in the same centre in different industries to persons 
in the »amc or «iniilar occupations vary widely But it is even rnore convincing 
to have instances of workers of s milar quality in the same occupational grades 
obtamm" significantly diflerent rato of payment m contiguous establishments 
fmd this taimcft be taken as a temporary state of affairs so far as is knoivn this 
has been a phenomenon always characicnsiic of conditions m Indian indoslry 
Faced with these facts can we talk of the tendency m laissfz fa, re to bring about 
an equality of incomes Is there under these conditions any entenon ivhich can 

i-Fra^-wV.grL'S" i“t w 21. 
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enable ns to determine a “fair \\'agc”? Arc we still to suppose that entrepreneurs 
arc continuously making wise and clever adjustments and it ■would be folly re- 
sulting in tlic possible destruction of capital to interfere in the normal working 
of the natural laws of marginalism? 

I am aware that, faced with sucli facts, the economists talk of imperfect 
competition, tlic stickiness of certain payments, of tire time lag in adjustments, 
etc. Tlicrc is no denying that the conditions illustrated above reflect tlic working 
of a market very different from the theorist’s competitive market. My only con- 
tention is that, in the circumstances, a perfect market is an illegitimate assump- 
tion. For, I may repeat, in India the three t^yics of interferences which econo- 
mists hold chiefly responsible for making impossible the smooth working of a 
market — interference on tlic part of (i) State, (ii) the organised bodies of 
employers, and (iii) tlic Trade Unions — arc almost non-existent. If even 
here the imperfections of tlic market arc so glaring, the postulate of the perfect 
market, wliilc perhaps useful for purposes of analysis, is a hazardous basis for 
the formulation of policy, and laisscz fairc a prescription that has no theoretical 
validity and which bears no practical proof. 

Let me for a moment recapitulate the argument. I began by pointing out 
that the problem of ivagcs ivas the central problem in our subject. I then went 
on to indicate briefly what economists had to say on tlie subject of the determi- 
nation of wages. It was found that an influential body of theoretical economists 
held that in the absence of external interference, wages for similar kinds of 
labour tended to equality, that the forces of die market tended to approximate 
w'agc rates to tlic marginal product of labour, and tliat when they ivcre so 
approximated tlicy could be called fair. The same economists were broadly 
found to hold, as a result of this type of general reasoning, that interference 
could achieve little and that attempts at regulation were likely to prove harm- 
ful and were at best futile and bound to be evaded. If one subscribed to this type 
of reasoning there was little left but to advise cvciybody to leave matters to 
shift for themselves. On a study of the facts of the Indian situation it was, 
ho'wever, found that the actual conditions differed ividcly from the assumptions 
made in theory regarding the working of the market. I, therefore, reject the 
theoretical structure raised largely on a prion grounds as unsatisfactory, and 
feel that at least so far as India is concerned no theory ^vhich docs not explain 
the facts of the situation adequately should be allowed to s\vay our judgments 
in matters of policy. The divergencies and discrepancies revealed by a study 
of tlic actual Indian wage conditions arc so large that we cannot, in face of 
their existence, rely on the natural working of the market to bring about a proper 
and equitable distribution of resources and adjustment of payments. 

We have advanced so far only to a negative conclusion. Facts disclose to 
us that in India much weight cannot be attached to the theoretical objections to 
attempts at regulation. But tlicy do not necessarily dictate a positive policy, at 
least we have so far not addressed ourselves to the question as to whether they 
. dictate sudi a policy. It may be argued that while imperfections of the market 
and consequent inequalities of payments exist, external interference could not 
mend matters or that it may even worsen them. We must, therefore, consider 
what arc the unsatisfactory aspects of the present atuation, in -what respect they 
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atatc problems of labour management, and what step can elTeetivcly be taVen 
in order to remedy tne «ituation. The mam evils m ihe present wage atuation 
in India are as follows Firstly, there is the very low level of payments to certain 
classes of svorkeis. Secondly, the diffetences m payments from umi to unit in 
the same industry create unfair conditions of compeution among emplo^’cts. 
Thirdly, the same facts gi\c nse to detontent among workers and are the 
occasion of frequent wage disputes. We shall defer considcfauon of the first 
aspect of this problem The second aspect ts often referred to as the under- 
cutbng of wage rate by competing employers. The complaint of lowr wage 
costs enabling employ ers m one region or country to hold their own m the market 
IS one that ts heard universally \Micn one country or one region complau ’ 
against another on the score of •‘unfair competition,” the difference in wage 
costs u explained by costs of transferrmg labour and capital or to lack of mobility 
induced by arufiaal rotnctions. The elTorc of the International Labour 
Office at obtaining a certain uniformity of Labour standards m all countnes 
of the vrorld may be taken to have the elimination of such ‘Sinfair” advantages 
as one aim. But, as we have seen, such under-cutting can and does take place 
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larger than the one to which he is properly entitled. The resources of the 
country would continue to be distributed amongst employers in a manner that 
is not the most economic. 

That a wdc disparity bctw-ccn wage pa^inents for similar kinds of work 
by contiguous units leads to discontent and friction is a statement that also 
needs no elaborate proof. Such a state of affmrs, if it is chronic, as in India, 
may not, of course, lead to constant wage disputes. It is, however, one factor 
in such disputes when tlicy occur; this has been made clear by recent experi- 
ence. Moreover, these disparities invariably create difficulties in the process 
of the settlement of disputes. Any modification of the lc\'el of wages or the 
method of paying wages which is proposed in order to bring about a settle- 
ment -will, when conditions arc divergent, affect different groups of work peo- 
ple in different ways. Often some of the more usual methods of wage adjust- 
ment have the effect of accentuating the existing disparities. Even if varia- 
tions in wage payments, when chronic, may not lead actually to disputes, they 
certainly seem to have t;vo important effects. Firstly, they add to the volume 
of labour discontent. Recent scientific enquiries seem to lend support to such 
a view. Under certain conditions workers may not constantly think of an 
absolutely low -wage. It was, however, noted during the investigation, that 
“if the wages of any group were lower than those of other groups employed 
on fairly similar types of work, the individuak so affected were inclined to 
complain about the rate of payment. The Avages question then began to oc- 
cupy a more prominent position in their thoughts and tended to create a back- 
ground of discontent.”’® The disparities must also encourage an increased 
turnover of labour. We have yet had few careful enquiries into the problem of 
turnover of labour in India. But it is obvious that the possibility that exists 
when wage payments vary% of getting a Wghcr rate by chiingc of employ must 
lead to a certain amount of avoidable turnover. The desire to better one’s 
prospects, whether it eventually fructifies or not, is, to my knowledge, one of 
the reasons often given to those who enquire from workers into the reasons 
of thor leaving their former employment. 


15 ‘'Fatigue and Boredom in Repetitive Work,” Medical Research Council, Industrial 
Health Research Board, London, Report No. 77, 1938, p. 61. 
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LECTURE n 


WAGES AND EMPLOYMENT 

We JtAY now Tt\’en lo & consideration of the first issue raised in 
enumerating the dsadsTintages of the present svage position in India. This 
IS the \ery low le\tl of ivages ohtaining m certam industrial ocaipauons m 
certain units I shall cons-der «ome important aspects of this quetion m the 
last lecture on the stanilard of li\'mg At this stage I «hall pa^ attenLon only 
to the aspects of practicability of regulation. \Vc are not concerned hc'c so 
much wiA ivhy it a desirable that a tow wage should be need as to I'hcthcr 
It IS poaile by regulation to ruse a low \v-tsc, and as to \^hat mtU be the duect 
and mdirect consequences of such an acuon In the last lecture I drew at 
tenUon to the fact that the s-anatiora ui wages paid from unit to unit are 
large and that m the saire occupauonal grades 'ome units may be pacing a 
mu^ Itmcr wage than others The quest on lo be cons dcred now is whether 
under th« condiuons some kind of rtgulalion « called for and whether it 
ivfll be cnectne and also beneficial if both its direct and indirect effects arc 
taken into account In one of its aspects the problem could be viuali»ed « 
one of raising the lc%d >sigcs ^ utms m which it b undulv low' From 
m nature wouM approximate to the problem discussed 
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At this point it %vill be appropriate to take a brief review of what ap- 
pears to be the present position regarding the connection held to subsist be- 
tween the movement and tlic regulation of wages on the one hand and the 
volume of cmplo^micnt in industry on tlic other. Prof. Pigou in his analj-sis 
of tire problems of industrial peace in his “Economics of Welfare” seems to hold 
tire traditional view of wages as the price mechanism wliich controls and helps 
to dear the Labour Market. The demand for labour is taken by him to move 
broadly in response to tlie fluctuation in tlic rvage rate. Dr. Hicks in his 
“Theory of ^Vagcs” follows essentially tlic same approach. The conclusions 
which follow tliis approach arc so important that I give below a number of 
extracts from the chapter on “IVagc-Rcgulation and Unemployment,”’ in this 
book. The particular question posed by Dr. Hicks is as to what will happen 
if Trade Unions insist on a ivage higher than ivould have been paid- in a 
competitive market. The terms of his reasoning arc, however, general and 
arc broadly applicable to all movements of wages, upwards or downwards. 
Dr. Hicks writes; 

“Very simple and familiar economic reasoning suggests at once the main an- 
swer — uncmplo)Tiicnt. A raising of wages above the competitive level will con- 
tract tlie demand for labour, and make it impossible to absorb some of the men 
available. As the employment of labour contmets, the marginal product of the 
men still employed Avill rise; when the marginal product has risen to a level cor- 
responding to the new ^vage, the increase in unemplojunent will stop.”2 

“It should be clear from our analysis of the Marginal Productivity tlieory 
in Chapter I that the effects on employment of artificially high wages may easily be 
slow in making their appearance,”^ 

“In an expanding induslrj', where profits were abnormally high, the .artificial 
raising of wages may cause, not contraction, but only a retarding of expansion. 
For the reduction of the abnormal profits, caused by die rise in wages, diminishes 
the incentive to transfer capital to this industry; it therefore diminishes tlie incentive 
for die old firms to expand, or for new firms to enter; and the expansion of the 
whole industry is therefore less than it would othenvisc have been. In a contracting 
industry, where profits are already abnormally low, high wages will accelerate 
decline.”* 

“Whatever may be the case with the ordinary Trade Unionist, no one with 
an economic education is likely to deny what has just been established with perhaps 
unnecessary detail — that a raising of wages in one induslrj' will diminish the 
demand for labour in that industry. But even economists sometimes find a dif- 
ficulty in seeing what is admittedly true for each industry separately is also true 
for all industries taken together. Unce we have universal Trade Union action, the 
ceteris paribus assumptions, with which Marshallian economics is accustomed to 
work, break down; it is no longer fair, for example, to suppose that the demand 
curves for the products of the industries remain unaffected by the changes; and a 
way of looking at tlie problem which had sufficed with one industry considered alone, 
becomes unsatisfactory in the more complicated case. 

“But it is not really difficult to adjust our views to this case. It is true 
that we must not look at tlie various industries successively; we must look at them 
simultaneously. But we can then prove conclusively that an all-round rise in wages 


1 Pp. 170.07. 

2 Hicks, op. cit,, p. 170. 

3 Hicks, op. cit., p. 181. 

4 Hicks, op. oil., p. 164. 
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be impossible ^ 

I do not think that it sstnild be imtau to Dr Ilicks to state that he 
scans, Irom the way he argues the matter, to look upon the wage rate as the 
mam mstrument which controls the market for labour 


Since the cspcncncc of the depnaaon, economists haw learned, hot'j 
ever, to be much more cauuous m the expression of lhar opinions in ih^mai- 
ttr Already before the depression Prof Clay had pointed to the need 
caution m mterprcting and anah-sii^ the situaUon.* Prof Clay s«is conccrnca 
With the 'pcafic problem of the hard core of unemployment in Great Britain 
dunng the tivent-es and with examming the suggestion which dented indin^ 
support from the wntmgs of eccnortats that this unemployment could not be 
reduced ivuhout a loitering of the wage IcfeJ It should be pomted out that 
he did not dispute the validity of the general pmalcnt approach, what he, 
however, stressed was that the existence of chronic unonployment could not 
be ah»a^-s taken aa evidence of the fact that the general level of stages 'vas 
high, that the ‘ituation had to be analysed industry by mdustry, that it would 
as a result be perhaps found that wages were unduly high not in the expanding in- 
dustnes where they ^ve^e absolutely high, but in the non sheltered dccluung 
mduslnea where they were low, that in these mdustres a furtlier reduction of 
wages would not help to reduce unemployment It was thus evident that the 
mam problem in Prof Clay's opinion was not the adjustment of wnge rates 
but a proper distnbuuon of the labour supply 


“To sum up, the eonnecUon between wage lerels and unemployment is 
complicated by a number of eiber faaors which diffeTMUisle tbe post war from the 
pre-war industrial situation, and render it a dangerous aislracton to iselale one 
factor and attribute to it ihe whole of the present abnoitnal uncmployincnl Tlie 
maldistribution of labour brought about by the wai is a more important cause of 
un-oiploymcnt, l3)e mfluerce of tthich has been limited by ihe lowerin" of wage- 
rates m the overcrowded indunncs. and is being reduced by a fairly rapid spon 
taneous redisinbuiion of labour And the same factor in the problem the un 
economical di.tnbuUon of labour so affects the producUwty of industry that it 
reduces the avem-e wage that can be paid wiiboul causing unemployment”' 

A suTiilar Idea was oepresed in a charactcrisUcaUy emphaUc manner 
w Dr Can^ when he wrote in an article m 1930 as foUoivs ‘The true 
remedy for lOTg term unemployment always applied through history, and al- 
^ys cnecmal rt nether rauo^uon nor reduction of wages, but rcdisUlbu- 
tion of labour force between the different occupations.”* 

™ '““'y "f •!>' ™ge rate aa an c»W. 

mailt tor ckamg the labonr marte cama to ba quonoiirf moia umvamlly 
It tvaa found dnnng th» tmia that m pamaular mdusmat, and Lo .n S m- 
dustnes together, employment could not be increased ^ . 

bo'iafaalowlhatadacnon aSaclad m »,5aa might ba. It owT S- 


fore, tliat at least in times of a severe depression other factors were much more 
important tlian tlic level of wages in determining tire total volume of employ- 
ment offered by industry. For die time being, at least, wages fell into the 
background as a factor responsible for creating or maintaining unemployment. 
The full extent of die resulting reaction on theory is to be seen in Mr. Keynes’ 
“General Theory of Employment, Interest and Money.” Mr. Keynes is definite 
that the classical approacli to wage dicory is useless. He says: “Professor 
Pigou’s ‘Theory' of Unemployment’ seems to me to get out of die Classical 
Theory' all that can be got out of it; with the result diat the book becomes a 
striking demonstration diat diis theory has nothing to offer, when it is applied 
to the problem of what determines die volume of actual employment as 
a whole.”® 

He follois’s this up by challenging most of die conclusions obtained as a 
result of analysis on die traditional pattern. It i\ill be remembered diat on 
the basis of the marginal productivity approach the conclusion reached ivas 
that a flexible wage ivas at least theoretically desirable. The result arrived at by 
Mr. Keynes is the direct opposite of diis. He lays down: “To suppose diat a 
flexible wage poV.cy is a right and proper adiunct of a system which on the 
ivholc is one of la'sscz fairc, is the opposite of the truth. It is only in a highly 
authoritarian society, where sudden, substantial, all-round changes could be 
decreed that a flexible wage-policy could function with success.’”® It is no 
wonder that ivith such a complete alteration in the attitude toivards die ivage 
level the practical advice offered, and the share of praise and blame distributed 
also change radically. Thus Mr. Keynes comments in the following manner 
on the general attitude of workers and trade unionists towards a change 
in wages: 

“Tlius it is fortunate that tlie workers, though unconsciously, are instinctively 
more reasonable economists than the classical school, inasmuch as they resist re- 
ductions of money-wages, which are seldom or never of an all-round character, 
even though die existing real equivalent of tiiese wages exceeds the marginal dis- 
utility’ of die existing employment; ivhereas they do not resist reductions of real 
wages, which are associated with increases in aggregate employment and leave 
relative money-wages unchanged, unless die reduction proceeds so far as to threaten 
a reduction of die real wage below the marginal disutility of the existing volume 
of employment. Every trade union will put up some resistance to a cut in money- 
wages, however small. But since no trade union would dream of striking on every 
occasion of a rise in the cost of living, they do not raise the obstacle to any increase 
in aggregate employment which is attributed to them by the classical school.”” 

Thus the trade unionist who had been the general target of criticism of 
the economist a few years before — ^hc is accused of special obtuseness by Dr. 
Hicks in the quotation ^ven above — suddenly finds himself praised for re- 
markable perspicacity. Perhaps he deserves the one no more than he did the 
other. It is, for example, not quite true to say that the trade unionist did not 
concern himself about changes in the cost of living. Mr. Keynes should have - 
noted that quite a large number of collective agreements in Great Britain in- 
clude in one form or another arrangements to vary the rate of wages accord- 

9 P. 2G0. 

10 Ibid, p. 2f>9. 

11 Ibid, p. 15. 
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not oppose wage rigidity in a country like Great Britain, their attitude towards 
wage-regulation is not clear. Thus while trade union action in collective bar- 
gaining may receive support at their hands it is not sure that they ^vould hold 
state interference to be justified. Further, the arguments usually urged by them 
would not apply ^vitIl equal force to Indian conditions. In any case they would 
at least not apply to regulation or even collective bargaining which involved an 
attempt at raising the level of real wages in any occupation or in the industry as 
a whole. 


Before we revert to a consideration of the specific problem before us I 
may note a result which the depression of 1929 has had on practical policies. 
I have remarked above that during the depression it was found tliat it -would not 
be possible to reduce unemplo^nrnent by a mere lowering of the wage rates. The 
result of noticing this Avas a change in tlic position of the theoretical economist 
regarding ^vages. The practical consequences of this phenomenon on the 
labour market were very serious. During the depression there ^vas in certain 
industries practically no level below which wages could not be reduced. If a 
lowering of the Avage rates could not increase the volume of emplo^Tnent offered, 
the existence of an undiminished labour supply must lead, in the absence of 
collective action by workers, to continuous rate-cutting by employers ^vhich 
could not be resisted by labourers and which would not lead, in the ordinary 
couise of events, to any corrective movements. The bottom would thus be 
knocked out of the labour market. This is what actually happened in a number 
of occupations in a number of countries in the period of tlie depresion after 
1929. The result was that under pressure of public opinion laws regulating 
minimum wages were adopted wdely all over the world and the lesson %vas 
not unlearnt even when the depresion lifted. The Labour Year-Book (1936-37) 

• describes this lesson of the depression and its results in the following terms; 


“It is a point worthy of note that the development of minimum wage-fixing 
machinery has continued with unabated vigour durm'; the period of economic 
recovery. When the depression was at its worst, and the pressure for wage reduc- 
tions most severe, the need for such legislation as a r'easure of nrotection for un- 
organised or weakly organised workers was clearly demonstrated. As conditions 
improved, the danger of cut-tliroat competition at the expense of wage rates was 
lessened; but the continued development of minimum wage-fixing machinery is 
evidence of a recognition that this d.^ngcr is never entirely absent and that s'-rh 
machinery forms a necessary part of tlie normal mechanism of economic control.”^^ 


It will be noticed that, in the view of this Year-Book, wage regulation has 
now reached the position of a necessary part of the normal economic mechanism. 
But. it is not enough for our purpose that an institution or a practice should be 
well-nigh universally cstabli-shcd; for, its existence or adoption does not mean 
that the practice or institution is cither necessary or justified. Economists are 
very fond of harping upon the contrast between the enlightened views that they 
hold and the practice of goverrunent and tlic slogans current in the public at 
large. 

We must, therefore, go on to examine the possible effects of an attempt 
at a regulation of wages in India on the volume of employment offered. Hoiv 


M r. 2'jl. 
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5« alKrtion may ba drawn tn «mo. jwnlanua 

ol Indian indmmal labour Ona » that Indan labour » aapottad to iK wtaS 
at a t try low leval ot eirtatncy Tbis taator may load to atthet ol two ^ 
posita ranlts in the avanta ol a wajo inaiaase which lotcaa up the rates, t^ 
tte one hand, It may result in a suhstitotion ot machinery lor laW and Him 
mean a reduction in the volume ol amploytnent onetad On the other nano 
the. higher reward oflered to labour may mcreasc ite nandard of Uvmg ana 
conscc^uendy its cffiaency With mertased efficicncv it may be as proBtable 
to employ labour m given numbers at the higher rate as it was at the lower 
rates previouslY Hcrcc the volume of cmployirent offered may conunuc un* 
diminished at the new level of siagea. Poaibtliua of this character arc, no 
doubt, to be visualised in the labour situation in any country But they at^ 
with our standards ot living and standards of ciT^iency, more readily observable 
m India than elsewhere I shall deal bter with both aspects of tJu phenomenon. 

Another peculiarity of the Indian bbour situauon to which attention may 
be drawn is the allegation that an tnerease in wage rate in India results in a 
falling off, at least temporanly, of the labour supply The allegaupn xs of long 
standing and has at every stage been reiterated by emplo>en The cmplojcn 
of labour m coal mines have, for example, alwa^-s alleged that the better the 
condition of their labouring classo the shorter was the bbour supply The 
bulk of labounng class in the mam coalfields m India consists of members of 
lamibcs of local abonginal agncultufttts It is said that a famine makes the 
labour supply at mines plentiful, while an moreasc m rates has the result usu- 
ally of inducing a labourer to absent himsdf from work for a longer number of 
dap than he would olhenvise do The following extract relating to this ques* 
lion from the evidence submitted by the Government of Bihar and Onssa to 
the Royal Commission on Indian Labour will be found imcresimg “Wage 
changes may be said to have pracucaDy «o c/Tect on labour supply In the 
coalfields it IS commonly stated that an tnerease m the rate paid per tub of coal 
raised is likely to be followed by a decrease in output ihis »ta‘cment was 
also commonly made at the stnke penod of igjo-ai, when the Deputy Corn- 
miss oner reported T tned to obtain some figures on this pouit, hut the condi 
lions vary so greatly from time to time and the factors which dctennuie the 
amouM ot ca.pot a,c » m»y, Out I cold fed no prjof one way or ihc 

ii," h f ° ’X Z. “ » »t'r and uidnstnoos man docs noc 

rfa hw wort Iwcaosc lie setsteltr pay, fee I should say that the tendency 
o! the to mitntnons .to n ondoohtcdly to wort only when they trqoS 
money and to be idle wbm they bare money m then pLtets, and to th^ ca- 
lent a raiding ol wages means a fcsscauig of effort.' ’• 

The Indtan Mining Fcdetatmn mpom that the rtnan? ot m to't 
the rate per tub mned on Monday ts^emd Ltd jet laTS’.SaS'SlTap 



prcdablc number of miners to work on tliat day, (b) all colliery managers 
consulted stated that an increase of rates per tub in the busy cultivation seasons 
would not prevent the miner leaving the mine at those seasons, seem to show 
that a rise in ^vagcs would not be followed by any increase in the labour sup- 
ply, as the laboiur works when it wants to and then only.”*^ 

This is not conclusive one way or the other, and there arc, unfortunately, 
no statistical data available which could definitely settle the issue. It should 
furtlicr be noticed that in no ease could it be maintained that tlie effect is more 
than temporary. It is usually urged by employers that wage rates and earnings 
have been steadily moving upwards during the last few decades. If there ^vas 
a definite correlation bchvecn higher earnings and higher absenteeism there 
should have been evident pari passu a tendency towards increased absenteeism 
during all tiiis period. No sucli tendency is even alleged to be in cridcncc. 
Yet connection bctivccn higher ^vage rates and higher absenteeism still continues 
to be often harped upon. It was, for example, maintained by the Millo^vners’ 
Association, Bombay, before the Textile Labour Inquiry Committee, that as a 
result of the wage increase granted in March 1 938 an increase in absenteeism 
was obscrs’able in the montlis follo\ving. The main ground on svhich the mill- 
owners based their case was tlie statistics of absenteeism published by the 
Bombay Labour Office. These statistics no doubt reveal an increase in absen- 
' tecism in the montlis following February 1938 as compared svith the first two 
montlis of that year. The Millowners’ Association was, however, not justified 
on this account in draiving the conclusions that they did; for the increase in 
absenteeism in March and subsequent months is a recurrent phenomenon which 
is to he observed in the absenteeism statistics year after year. And though it is 
true that the absolute level of absenteeism in 1 938 is higher than in previous 
years, tlie proportionate rise between tlic first two months and the subsequent 
montlis is not greater in 1938, than in 1936 or 1937. It is clear that tlie level 
of absenteeism as such rose in Bombay from about the middle of the year 1937 
and kept high for the subsequent period of increasing production. This increase 
in the level of absenteeism, however, could have had nothing to do with the 
wage increase as it preceded the grant of increase by many months. It was 
most probably due to the greater prevalence of night shift working — in which 
absenteeism is usually greater than in day shift — and the employment of a con- 
siderable body of recruits new to the industry. It should in addition be noticed 
that statistics of absenteeism collected and published by the Bombay Labour 
Office for the Cotton Textile industr>' in Ahmedabad and Sholapur, on the 
same basis as those' for Bombay, fail to reveal any marked movement in March 
1938 even though the increase in wages was of a similar size and ivas granted 
at the same time in all centres of industry in the province. This question has 
been referred to at this stage merely to point out how old ideas die hard and 
how statistical data needs to be handled carefully. 

We shall now turn our attention to the short time repercussions of a wage 
increase on the employment situation. It is obvious that the extent of tliese 
repercussions ivill depend largely on the measure of importance attached to 
wage costs in tlie total expenses of production. In industries in ivhich ivage 

Coramissiou on Labour in Inilin, Written Eviilcnec, Vol. IV, Part 1, p. 70, 
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costs bar a Vich tropwlon to the total, r*ovTnerts ef n*y ^ 
s«lcraWc mHucucc cm the volume of eripMT"cj^ W ftrTSrt 'uto«r 
nurunsr of coal «ems to bo the one major mdurtiy ^ ta 
ccstt p’a> an unponant part in ihu maniiej In ibe ma,5f mapufac^j^ 
mdustnJ m In-h^ hemever, th«r shaio, tboujh ts rot 

For the Cotton TexiHe industry oI ihe I>Knince of Botntai it 
cu'ated that costs of labour werh cut at fcclwito a fourth and a fifth of IW 
cost of the fmahed produa Now m rndusmes hhe ih* Coiwn industry of ihc 
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and die vo’upje of cinplo>Ticnt offered in these industries vared ^ 

periods by r'tans ef greater or less shon li‘"e worVin'T a* In the Jute industry 
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centres of Ilombay and Ahncdahad. The Icicl of wage rates o* ihcf n^* 
nents have Uttlc effect on these thon tirre ad|utn-oits in the extent of c*”puri- 
jnem offered Thee adjustments «eeri to depend ahrort epti'cl. tn the tenpo- 
rary changes m the state of trade and Indui'r' The xmrioiis s'sps taben ftrsn 
time to time by the Jute industry to regulate Ik> -i of w cr tipg sr'hirt it dtftrn? 
the last rtsenty yean scein monly unconnected tvath die cioxwenti of nitea cl 
ivagea. The same remark nay be applied to the short tern variations m tH 
tofumeofemplojTnent w the Cotton Terufeimlusffy u> the rnniree o 1 Bombay 
The, of course, indicates nothing more than that an adjujtntn* of wage fates 
IS tioe attempted bj enploytn whenever a tenporary «nauon eecun m the (6^ 
tuna of industry Such a lempcrary variation has, cn t*-e ©the hand, influence 
on the total x-ofuire of employment offered by the industry 

ft IS entirely a different question as lo what the effects el a wage Lnereast 
1*21 be on these short terei nox-emerts m cnployment Aceertlmg to erdmarv 
reasoning the effect should be to reduce the ampJilwJe of the uptvard tnot'C* 
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ta e night-hift working Tlie number of milb that do not undertake nich* duft 
« qvi le substantial IVhat i* tJ.e «t«« to v>hich U»«c that do undertake 
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owing to pressure exerted by govanments in almost all the proNTnees. The up- 
^^’ard movement in trade was reflected in an increased production of piece-goods 
by the Indian industiy' throughout tliis period. The increase was evidenced first 
in die third or fourdi quarter of the year 1936 and went on progressively almost 
mondi by month dll about the end of 1938. Production of piece-goods by 
Indian cotton mills rrent on increasing progressively for many months after 
substandal mcrcascs in ivagcs had been granted in the various provinces. It 
should further be noted tliat there was no contemporaneous movement of the 
cost of living commensurate with the upward movement of wages in this industry. 
The rise ivas, therefore, not a rise only in money wages, but must be regarded as 
a rise in real wages as well. Can it now be argued with certainty that the 
volume of output and the volume of cmplo^Tuent offered by tlie industry 
would have been greater if the wage rates had not been increased? 

If one watches die figures for the production by provinces, no check to 
the movement upwards of production or to the number of persons employed on 
night-shift is to be observed in months immcchatcly following the months in which 
the increase in wages was granted in the particular province. It is arguable that 
the volume of botli these would have been greater if the increases had not been 
granted. Considerations of the technical and financial capacity of individual 
units and the total volume of skilled labour available in any particular centre 
could, however, well be made to support a strong ease -on the otlier side. It 
seems to me diat when a trade recovery is well under w'ay all units who can 
afford to expand production expand it readily and continuously, and that such 
expansion is governed mostly by considerations of their individual capacity and 
tlicir estimation of the future trend of the fortunes of industry. In determining 
tlic extent of the expansion, an increase in wage costs would ordinarily not 
have much \vcight, unless it was unusually large. It should be made clear that 
I am not arguing for holding tiiat for short periods all movements in ivage 
rates have no connection ivith the volume of cmplo)Tncnt offered by industry.x 
I merely suggest that it is necessary to pay close attention to the limited 
capacity of concerns to offer immediate increased employment, the limited num- 
ber of concerns in any industry that can increase production or employment 
readily, the size of the inducement required before most concerns will take 
action in this direction and the paramount part that estimates regarding the 
state of industry and trade must play in all decisions regarding increased 
production. If aU these considerations are properly weighed it would appear 
that movements of wage rates of a limited size should have little effect on in- 
creases in production or employment in industry during a short period. Similar 
considerations will apply to a short term downward movement of trade and 
industry. 

I shall notv turn to a consideration of the long term effects on employ- 
ment of regulation which attempts to increase wages. We shall have to dis- 
tinguish between at least two different kinds of aims towards tvhich regulation 
may be directed. Regulation might aim at fixing the wage at the level of the 
general average or a little above it as is usual in an attempt at standardization 
or in- the working of English Trade Boards. Regulation may, however, also 
aim at fixing wages for certain occupational categories or the average wages 
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most of the Dominions muunum wage kgisfatwn has been ifl operation Jot a 
comparatively long penod IV e cannot in ih-s instance unlJc Uic etpenen^ 
of Australia \\hcre v.agc regulation is perhaps of an older standing and more aJ 
pervading than anyivhere else IV e cannot do this because Putumum ''•age 
fixation in Australia for parocolar industries operates sothm the framrivcth cl 
national rmnima of tvage rates IVhcre the '^olc s>-slem ts thus Tegubted tt 
becomes difficult to judge ot the special effects of particular mcararea of reju 
buen We ha\e, houe\er, the ctpenence of the uniking of English Traw 
Ciards to draw upon In a recent study ot the Bnush Wages Hoards, htis 
Dorothy Sells examines in some detail the effect on onpli^TOcnt at industries 
in uheh Trade Boards haie been esubhsh*d It 'hould be remenhertd th^ 
in Great Bntaui Trade Boards are established only m those industries m v<h«» 
labotr tf unorganised and in which the general rate of wages or at least th* 
wages «\ seme estahUhirerts rule at a «pcaall> low level The industries » 
which Trade Boards are etablished are, therelo'e, usually the« "Viich ate et 
nmof wiportance and which are not among the rort pr ospe rous. As a rtsull 
of bet invesugation Misv Sells found that *hvuh the etabUshment of cadi re^ 
Trade Board there has teen a tendency towards clunmatien both of the least 
clficent workers ard the least eflioently managed businea from the industnal 
fift’d '* There has, boweitr been in her opinion no tendency as a result of 
the establishment of Trade Boards towards a diminuUon in the volume of «»■ 
p o^mcpt oHered She note that in the penod alter i ga i a Urge number of 
complaints emmated from certain groups of Industrie that the fixauon of 
rwumum rate by the Trade Boards had resulted in unemployment. She, how- 
ever finds <m cxaminauon of certain specific complaints that the unemploy 
ment caused was due pnnapaUy to fluctuations m the state of trade and W 
te ry md w ita icoon of fb. To* Boitdi, Tit omdusiotB ol to 
study are stated by her in the foBowuig tenta 

tt. irmimoj^od ot «to Tr.J. Hoard. 

he scapegoat 
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depression of tlie tliirties no cr/ of unemplojTtient was raised against minimum 
wage legislation, in spite of tho fact that Trade Board rates maintained remark- 
able stability during that period.”*^ 

In tlie same section Miss Sells points out that tlie emplojancnt of home- 
workers has diminished considerably in industries in tvMch Trade Boards tvere 
established. This, of course, w’as one of the consequences tvhich was partly 
anticipated and also desired by those who advocated the establishment of Trade 
Boarck. Tlie result of the investigation seems to be this: tliat tvhile Trade 
Board regulation has little effect on the total volume of employment offered 
in the industrj’^, it seems to leave less room in tliesc trades for the employment 
of the less efficient workers, tlie aged and the infirm, etc. 

It has already been pointed out that in Great Britain trades and industries 
subjected to Trade Board regulation constitute a somewhat special class. They 
are likely to contain more sweated and inefficient ivorkers than other trades and 
ako similarly a larger proportion of inefficient, ill-equipped, or uneconomic 
units. Any effects on emploNTncnt that regulation may have, should, there- 
fore, be specially marked in tliis group of trades and industries. If regula- 
tion is adopted in India almost no industr)' could be exempted from it, and it 
would perhaps begin with the larger and better organized industries. If the 
analog)' of English experience could be applied to Indian conditions, the ef- 
fects on cmplo>’mcnt of regulation of the Trade Board type should be even 
less marked in India than they arc in Great Britain. There seems no special 
reason for holding that the results of English experience in tliis matter arc in- 
applicable to India. As labour is much less organized and cmplo)'mcnt and 
wage conditions more diverse in Trade Board industries than in other British 
industries, their general character approaches that of Indian industries. Hence 
their experience is more relevant to us than experience gained in the -working 
of the other parts of the British industrial sy'stem. 

On a priori grounds again there is no reason to believe that regulation 
which levels up the average wage in establishments which pay a comparatively 
low wage ivill rc.sult in the creation of unemplojment. Such regulations may 
no doubt lead to the elimination of the least efficient units and the curtailment 
of tlie size of the operations of some less efficient units. But this should not 
mean a diminution in the volume of total cmplo)TOent, as the gap left in the 
market by tlie effect on the less efficient should be compensated for by the in- 
creased actiidty of the more efficient. The only exception to this proposition 
would be an industry in which the labour force employed per unit of output 
by the more efficient units was markedly less than the labour force employed 
per unit of output by the less efficient. This docs not, however, seem to be 
the case in tlie major Indian industries. On the other hand, there is little doubt 
that regulation %vill certainly affect the empIo)Tnent offered to that class of 
specially inefficient ^vo^kers whom the industry can absorb only at very low 
wages. Such classes of workers ^viIl tend to be eliminated from industrial 
employment. 
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It is appropnate at tiu tace to b«3 

effect of a higher rate of tvages on the dTuaency of ^ ^ 

argued that le Indian emplovtr can aflerd to pay a highw '^S®. Jof 
Xd rhim by the increased efficiencv on the part of h^ v«irk rx 
o/cour-e, nothing more than the arsument about the economy of ^ 

%vhKh IS heard of cvctywhcrc and ivhich «pcciall> 
before the depression of igag As applied to an individual 
argument can be taken also to imply that an employer ^ 

ivhich are <Lstinctly higher than those of his compc itors mU get tl e picic ci 
the labour supply If the complement of workers of an irdividual 
specially efficient, then his cost of production per unit of output may cv 
be less than that of his compeutors in spue of his pasmg higher rates of tv’ag 
This aspect of the argument cannot, hoivevcr apply when is-e arc considering 
the effect of regulation on industry as a who’c The average cffic-cncy at 
tajied by the worker in industry must be taken to be the same after rcgula 
tion IS introduced as before it unless rcgulauon itself can be shoivn to luve 
sene direct effect on it A slight improvement m average efficiency will W> 
doubt take place by the ehrmnalton, as pointed out above, of the least efficient 
class of vvorken The direct effect with which vvc are concerned is, however* 
the effect on the effictency of worken after thev arc in receipt of higher wags* 
as a result of the regulation It has been unially conceded that the worse the 
condition under which the labourer 1 ves and worls the rrore marked ts likely 
to be th* effect on ha efficiency of an improvement in ha «tvndard of living 
A lar^ pirt of the si-vtcin of regulations enforced under the Factory Acts has 
been justified on the basis of similar reasoning The c?*e for a reduefion of 
houn of work has usuaUy been put forward on the p’ea that long hours of 
work are essenually uneconomic, and that with shorter houn the output will be 
unaffected because of increased cffiaency This seems to be supported by 
actual expcrencc after each stiece^ive revision of the Factory Acts though 
no statstical proof has been forthconiin'' on a large ^ale Some months nficr 
hours of work in faclonev were reduced from lo to p in 10^4 the Labour Office 
of the Government of Bombay earned out an innuiry into the effect of this 
measure on the effiaenev of workers The enauiry was confined to piece 
workers It showed that both in Bombay and Ahmedahad workers had made 
up to a considerable evtcnl, within a few months, the dcTicicncv in eammra 
ca i^ by a Ruction of hour* The emerener nf cnplov-crs gerrmlhr tallied 
with the ^Its of this enniHTv S.mfiirlv the CTiief Insncctor of Factones of 
Bmbiv Province holds thit the instaPaton of an a.r^rd, tinning tfant by 
Hr^ factones m the rrovince h rrnponic, bcca« se ho has found rs a result of 
invesu-^t ons that the mrreased efficiercy of worten cnr^n«ent iiryin the un- 
proved atm^henc conditions due to thr trstalliUon of the o’ant hnngs about 
savin-^ to the emnloyer rnorc than sufficient to compensate him for the ex. 
penditufc in mslallmg and mamtainmg the plant. 

It may ba Maitrf o„t fta, fl,, ^ affiataav of u-orkco bl 

aach baaas.™ as fl,a m hn,„ „r or u« ,mtalIat,oo of an a .r- 

rfv aSt^S^ » Ifalv 0. ho ohrora-od onorod a.olv or w,.h 

Oily a <hort lapve of time. An increase in waees could not be areiied to have 

an cquaffy direct or immediate effect. It is expected that vvithTwh« Imd 
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of wages the worker’s standard of living be raised. This may mean for 
him more and better food, better housing, better protection of clothing against 
inclement weather. He may thus become physically more fit, may have more 
stamina, and be less liable to suffer from ill-health. He may also be more con- 
tented and thus psychologically better fitted for his work. To the extent that 
any of these effects take place tlicy arc bound to affect the efficiency of the 
worker. Changes in tire standard of living, however, take place slowly, and 
the effects that they may have on efficiency can become apparent only 
gradually. These effects are thus not readily measurable and are not likely 
to be counted in or appreciated by tlic individual employer. They, however, 
possess great importance from the point of view of the community as a whole. 
It is not possible at any particular stage to estimate the indirect effects of this 
character on efficiency which a given increase in wages may bring about. But 
this aspect of the Inffian situation cannot be ignored in any consideration of 
the question. The standard of efficiency of our workers is notoriously low, and 
there is general agreement that perhaps the most important cause of the low 
level of efficiency is their deplorable state of physical well-being. A rise in 
wages, in so far as it affects the -worker’s standard of living and improves his 
ph)'sical condition, may not mean an addition to tlie unit cost of production. 
It may be urged tliat such increased efficiency on the part of workers may mean 
unemployment for some even though it does not lead to an increase in the 
unit cost of production; for, with increased efficiency, a smaller labour force 
>\dll be required to produce the given output. This -will, however, happen only 
in case the market for the product of the industry -was entirely rigid. As a 
rule, however, we may, in India, count upon markets which are fairly clastic. 

Before we proceed further it is necessary to take account of a more 
fundamental and comprehensive objection to regulation than any we have 
noted before. The economist argues that while it may be proved that '^vage 
regulation has not resulted in any unemployment, this does not mean that it 
has not checked expansion tiiat might otlrerwise have taken place in the same 
industry or in other occupations. The data regarding production, persons em- 
ployed, or unemployment percentages which are usually used in such discus- 
sions are incapable of disproving a hypotlietical argument of this character. 
And if a priori considerations arc strong for holding that a certain effect must 
take place, the non-observance of it in a particular case cm only lead us to 
believe that its presence is concealed in the statistical data; that other forces, 
such as, for example, those making for an expansion, were operative at tire 
same time, and that the statistics reflect a neutral position gained as a result 
of two contrary forces mutually cancelling each other’s effects. It can further 
be argued that while ^vagc regulation may succeed in a particular industry, its 
effects on employment in general must always be harmful. The general argu- 
ment proving the incfficacy of wage regulation may best be presented by means 
of extracts taken from a recent article rvritten by Prof, W. H. Hutt. Prof. 
Hutt writes: 

“Tlie starting point of all serious .studies of the poverty question must be 
the acceptance of a quite simple truth, namely, tliat the fixing of wage rates by the - 
stale or by trade unions cannot benefit workers in general. ... On the other hand, 
it must he recognized that individual groups of workers may benefit from ^va^e’ 
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gains which are achiesed in these eas« ^rttr at tli» exocnse of lho«e whoa 
at laK-e ii^ of the consurtcrs ), and rartlr at U*' expcna oi mu 

E'i I s 

ca’canny can be practised 

“Wa-e fixauon is certainly asainst the capitalists* interests as a clas^ for 
eiery divers on of Uhour from its iao*t profitable fields of titiliraUon trapli« * 
parallel divei*ion of the eo operant capital resources Dut Uus does not p«'-e ui« 
there is any gam by labour at the capiialistt* eipcn'e A group of workers cm 
only gam at the expcn'c of the eapitaliats when citniristances are *uch Inal me 
group can «uceessfully force the abandoranent of laboLTSaiing nachir^ or 
labour savtng orsanijal.on t e when it can elimnaie capital resources which con 
pete rather than co-operate with it And although this u sonfliraes practicable, 
p •, > 1 . ..i . . .. rjccessful has nrn 

.• • ** ssasa whole • 

• * • • wrong to ursgtn® 

• • • • • • •• iployment In tj** 

^ • • * * * V . of worken to be 

employed in the lower paid types of occupations end to cause the rates of psv 
any uncontrolled employments to be lower than they would otherwise be Eo 
ployment continues to be offered, but only in tliose sorts of work for which Iciv 
wage-rates can be earned It follows from the tboie reasoning that all ergu* 
sients to the effect that tsinimura rates for uisk.ned labour would mult in an 
' ' - . • • 5 Other things being equal 

* ... . ‘n to be the greater the ag 

• ■ ...... ■ .„er a, wage rales generally 

* * ’ * •the wage rales of the lower 

- , , ■ , ' . y • iloiToeal in well pud trades 

means relaliie labour scarcity tor (be low paid )obs’’’* 

The views of economists arc strongly coloured by thor environment— a 
propcsition abundantly prmed once for all by Carman in his “Theones of 
Production and Disinbution" One can. therefore, wdl appreoate the point 
of new of Prof Hutt, writing as he docs from South Afnca— a country in- 
flicted wth more obslructiiT and iniquitous ivage laivs and regulatmg practices 
than «y other m the world. On the other hand, we who have been cursed 
with Ictsiez !a.Te m pracUcc for oicr a century may well feel entitled to raise 
a dissenucnt vmcc. Prof Hutt’s reasoning « logical, but is not the whole 
structure rased entirely on the assumpUons of a perfect market’ AV c have the 
picture of a h^thcucal ivorld of all Imoivmg entrepreneurs who are all the 
time making the appropriate adjijtmcnta closely and conunuously The result 
IS ^ optimum di^Tnition of resource and the maximum produion of wealth 
and welfare But dooairnhmg approaching this hypothetical wprid cost m 
reaUty’ I am convmced that it does not, at lean so far as India is concerned. 

U«E<»nomie» of Wage FinUoa" u T^iee lltlition.- rvK , ^ 
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I have already given enough evidence regarding wage levels from major in- 
dustries in India to prove tliat laissez falre means in practice not a perfect 
market but chaos. , Wlicrc even wages do not tend to move into position of a 
competitive equilibrium tlicrc is no wonder that otlter parts of our industrial 
structure reveal equal s:>Tnptoms of maladjustment and rigidity. The data 
presented by me in the last lecture arc proof enough for the purpose in hand, 
but I shall supplement tlicm by pointing to some instances of other types of 
maladjustments which should convince anybody how utterly irrelevant the 
h)'pothesis of tlie competitive market and conclusions florving from it arc in 
Indian conditions. The present economic s>3tcm is known to be motivated 
entirely by the profit incentive. Entrepreneurs arc supposed to be on the alert 
all tlie time in order to reduce costs and increase profits, and the adjustments made 
by each individual entrepreneur and each concern towards this end lead all 
together, by an inscmtable decree of providence, or in the ^odem version, by 
the operation of a statistical law, to an economic arrangement full of optima 
and maxima. The worst that can be said of an entrepreneur or an en- 
trepreneurial concern under such a system is that it docs not seem responsive 
to the fiuctuations in profits and losses. For, here is a party that docs not act 
according to the rules of the game and is, therefore, liable to upset the whole 
of this beautiful structure. In the world of Indian business tlie behaviour of 
concerns does not follow the proper pattern. Because of a variety of con- 
flicting financial interests and incentives operating on those tvho actually con- 
trol industn’, the profit incentive docs not seem abvays to work cflcctively. 
Consider, for example, the follo^ving instance. In Bombay, which is even to- 
day the most important centre of the Cotton Textile indu.stry in India, there 
is a group of ten mills ^vhlch are under the management of one agency house. 
The mill companies are separate independent concerns, but the managing 
agents of all the mills arc the same. The rcsiilt is that management policies 
are commonly laid down and centrally administered for all the mills. The 
group of mills is a large one, and accounts in the aggregate for roughly a 
quarter of the total block account of ail cotton mills in Bombay. It is well- 
known that this group of milk taicen together has made almost no profits now 
for a period of nearly fifteen years. The following table, compiled from figures 
published in the interim report of the Bombay Cotton Textile Enquiry Com- 
mittee, sets out the profits and losses of thk group as compared %vith the rest 
of the Bombay industiy' for a period of three consecutive years. It should be 
remembered that these tlirec years came at the end of a long period of de- 
pressed conditions and were regarded as generally favourable. The losses of 
the group for the earlier period must, tlicreforc, have been very large. 

Tablc‘5 



No. of milk making 


Amount of (Rs. Lakhs) 


Profits 

Losses 

Profits ' 

Losses 


Group Rest 

Group Rest 

Group 

Rest 

Group Rest 

1934 

7 34 

3 

2.07 

75-43 

3.42 6.67 

1935 

0 41 

10 7 

0 

57-43 

18.74 4-48 

1936 

0 37 

10 8 

0 

70.12 

10.54 4-48 
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Tht latfe smc! lo brais <i«l sli»plr *= 
prelit malms capacity ot the panicpbr potip B, all ortinary 
Le group should either have improved its pnjGt mating capacity or sh 
bem forced into liquidanon. Neither of these cventuahum, 
about or seemed htely to cone about It conunued, to the 
influence the statistics ot the profit-eamins capaat> of the BomDay 
vtben questions of grant of protectun or an advance in wags, tucre 
consideration It is further by all accounts and tiy no means an inefnaeiuy 
managed group It is rot necessary for me to discuss ivh> nich 
arcc I only pose the question whether in these circurosianccs the ellecot 
operation of the profit mcenme in the management of each parucular 
of tha group could be taken for granted 1 an not contesting the 
of the existence ot other economic inccnuvcs I merely question the hypotbcis 
ihnt each concern docs necessarily make conimuous and close adjustments in 
«3 search for profits or else ceases to function in the economic s>stcin on svhica 
reawtung like that of Prof Hutt is based. 


1 hatt stressed often enough the \anauons m svage pa>'mcnts. But large 
\'amtions are to be otseT\ed in the pa^trent also to these who d-rect industr) 
This IS not the place to enter into the great \-anet> of arrangements under ssh-ch 
the managing agency fums shoulder the burden of directing our industnci 
The basis of payment ddlets from place to place and industry to industry » 
when the basis ts the same esen the scale many times differs substantJtUy fro© 
un.t to unit m the same industry and the same centre In Ahmedabad whWtl** 
commission by nunaging agents is charged unifomly on sales, its rate diflo* 
from 2/1 per cent to 4*/i per cent from mill to mill The following table taken 
from the interim report ot the Textile Labour Enquiry Committee comparts the 
net profits obtained by the Cotton industry as a whole of each of the three 
important centres in the Pro'tnce of Bombay with the total charges paid to 
managing agents by the industry m those centres for four consecumc years ® 



Annual commission 
actually chafed 

Net profit or las as per 
Profit and Loa Account 


*933 

*934 



Bombay 

Ahmedabad 

Sholapur 

6 

24 

ti 

«9 

' 5 

(Rupca 
8 10 

28 25 

10 26 

m Lakhs) 

-18 43 21 40 

27 32 21 *3 

S 8 to 05 


I 1 ^ number of points These are (1) the very high 

f diflcrence betwTcn the 

cl^rges from centm to centre, (ui) the great i-anaucn m the rclaUon of these 

^ I 'lo no* f«l It 

neccssay to coi^ent further on this table. I Wd, however, note, in order 
managing agents' charges are not m the na 
turc of raduJ shares, are costs proper, charged to the mill company on 
a given basis before profits arc taV<Ti out. ^ ^ 
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One last instance in order to reinforce the argument Not only do pay- 
ments to workers on the one hand, and to those in control of the industry on the 
other, vary from unit to unit; it seems that the scales of remuneration for similar 
services performed by outside agencies such as brokers also vary. The most 
notable instance of such variation is perhaps the difference between scales of 
commission on sales of yam and cloth that is paid in Bombay and tliat paid in 
Ahmedabad. ^Vhile in Alimcdabad the usud scale of commission charged is 
yz per cent, in Bombay the charges arc as high as i per cent to 2 per cent. 
The ^fference in the character of scrr’icc performed by the commission sales- 
men in the t^vo centres is not substantial enough to explain the very high dif- 
ference in the scale of charges. It could not also be said that the difference 
in managing agents’ remuneration in tlic two centres is partly compensated 
for by the difference in the commission on sales, because the parties who re- 
ceive the two sets of commissions are not identical. 

The phenomena to which I have drawn attention arc no doubt capable 
of being explained in tlie light of the liistoiy or the structure of the industry 
in each centre. I am not concerned here wth tlie adequacy or reasonableness 
of such explanations. Whatever their character tlie facts dearly indicate that 
the present working of the economic system in India docs not seem to bring 
about, or even to tend to bring about, a similar scale of charges levied on the 
product of the industry for similar service rendered to the industry. 
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REGULATION OF WAGES 

1 BtuEVt that I haw adduced sufficient evidence to question the a 
mence under Indian conditions o! a compeuovt or vage Icvd or ol ^1 
tendency towards the establishment of such a level I have also indica^ tn 
other charges on or shares in the product of industry are also not levied or 
tamed m a uruform manner It cannot then be taken for granted that tt 
workmg of a compeunve market is naturally leading to a dctciminalton of fair 
levels of payments and bringing about a distribution of resources tn a manner 
that IS the best posihle In these circumstances, there can be no presumptio^t 
in favour of holding that actual payments correspond to the net mafgmal 
product of the different factors of production. The marginal concept b^ 
theoretical validity and practical importance only if it could be held or shown 
that the margin is the same not only from unit to unit in the same induriry 
butualso the same la all industries a margin which differs even from unit toum^ 
and centre to centre is of no use for analytical purposes And we have seen 
that for similar work payments made not only to wage earners but also to mah' 
agers d industry differ widdy It is, of course, not suggested that these pay 
nients arc made in a manner that is cntirdy haphazard. The total net product 
ol any economic acuvity must ahways remain, under existing arrangements, the 
ultimate governing factor It is xbis that gets dismbutcd between the vanou* 
co^perant factors in production. liVhat o questioned b the measure of ac 
curacy and dcfimtivcness that d sought to be imported m the detenmnation of 
the respective shares fay the margmal analysu There u no evidence for as- 
suming such even and measured determination of wage or other payments. 
And becauw wc cannot presume the operauem of the rnar gin^l pnnaple, m 
this manner, wc cannot also give importance to the conclusions that seem to 
flow from that type of analysis 

The a pnon cooadctatiOTB agama wage regulauon are then not rdevant 
in a ctmsidcration of the Indian situaUon. la India wages seem to be deter 
mined not by the umfoim opwaUen of an inexorable cconotruc law but ac- 
cording to considcratiotB into which the particular circmnstaaccs of each locality 
and each unit seem to play a great part. And m the mass of hisioncaJly and 
nutitulionally determuied levels of payments the forces of the competitive market 
seem to operate only slowly and unevenly Under such tondiUors it Is un- 
rc^c to of rcgulaticn unpomag «g,dity mto the system or makinj! for 
a cWon from the norm The sy«cm b itseff compataUvely insamUvC and 
It b difficult to discern any norms m it We arc then not justed m re]ectinf 



regulation outright, but must consider each proposed method of regulation in 
the light of the effect it is likely to have on the actual situation. 

The determination of wages in India may be likened to the proceeds- 
sharing anangements that are to be found in some collective agreements. Only 
with us the manner of procceds-sharing seems to differ from unit to unit. Low 
wages in partiicular units or industries or in the industrial system as a whole may 
be due to either of two factors, (i) an absolute low level of the total proceed^ 
to be shared, (ii) a low share of the proceeds accruing to the wage earners. 
The former can be affected only by an increase in industrial efficienc)'; the 
latter may be affected by an increase in the bargaining power of the workers 
or by outside interference. Of course, when all scales of payments are sup- 
posed to be determined accurately at the margin it can be easily proved that an 
increase in bargaining power can avail little, and if interference forcibly in- 
creases pa^Tnents, it %vill have consequences which are in the ultimate analysis 
undesirable. As we see that such a distribution does not actually take place 
we must hold that the proportions in which proceeds are shared are all amenable 
to change as a result of either collective bargaining or outside interference. 
The structure of industrial costs is essentially not rigid. A considerable number 
of adjustments are possible and are alwa^-s made under external pressure; and 
ideas regarding the proper magnitude of commissions, dividenefe, and other 
business charges can also alter or be made to alter. 

The effects of a diminution in the share accruing to the entrepreneurs 
may be^ varied. It may mean a cut in their incomes which they may mei^y 
acquiesce in, or it may lead them to take steps to prevent waste and ensure 
an economical working of their concerns which they might not have thought 
of otlierwise. Studies of tlie operation of Trade Board regulation in England 
have shoivn that in roost industries where regulation has been introduced an 
improvement in the methods of production and management have generally 
taken place, especially among the less eflScient concerns. There are, of course, 
limits to such increase in efficiency. In case a diminution in the income of 
the entrepreneur class is the result of the increase in rates of wages, it may be 
apprehended that this would have some effect on the formation of capital and 
thus on the progress of industrialisation. Such effects are, however, of a 
secondary character and cannot be of a significant magnitude as long as out- 
side interference is limited in extent. 

Most of the foregoing considerations can be illustrated by reference to 
the history of wagfe rates in the Cotton Textile industry in Ahmedabad during 
the last t\venty years. Twenty years ago the level of wages in the industry 
at Ahmedabad ^vas distinctly Io\ver than that obtaining in Bombay. Today it is 
distinctly higher than in the latter centre. During these twenty years the in- 
dustry in Ahmedabad has been expanding continuously. Its production and 
the number of persons employed by it have both increased in a large measure. 
The efficiency of units has been all tlic time on the increase, and it is gen- 
erally conceded that the Cotton Textile industry of that centre is, at present, one 
of the most progressive in the country. The efficiency of labour in the centre 
Is also generally held to have improved considerably during the last twenty 
years. The installation of modem plants and up-to-date labour saving 
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a greater expansion of industry would have taken plate in Ahsntdabad dutiBo 
the last twenty yean It may, of course, be also pointed out that witbcMt ctf 
tain favourable circumstances collective bargaining may itself not have ccci* 
into existence. Looking at the situation as a whole it would certainly apf**^ 
that a favourable environmcnl, an alert and pr ogr e ssi ve das of employer*' 
and an organised body of workers all hdped 

The three mam grounds on which 1 have pat forward the case for al 
tempting the regulation of wages m India are (i) die unduly low vrages in 
Ucuiar occupations and units (u) the undcsir^le efiects of the posabUity 
the undercutting of waga by eraployxrs, (lu) the difficulties created, for th* 
maintenance of industrial peace, dispanties in wage-rates between unit and 
unit By the term unduly low I mdicatc at this stage nothmg more than a 
wage that u at a level lovier than is warranted by existing conditions m other 
similar units or amilar occupations. Without regulaUon all these defect* 
will pcrasl. 

RegulaUon of wages may be brought about by a number of different 
agenaes and through a number of different devices. We shall conader only 

Ihc more usual and mponant types of regulatory agenaes and measures. TbeS' 

are (i)_ rol lec t ive bargaining between both adcs, (u) one-sided regulation 
one party to the wage bargain, (ui) action by the state. Of these three method 
collecuve bargammg a generally considered as the meet desirable. For tlK 
purpose we have m mind it a, however necessary that the field covered b 
coflecuve bargaining should be lairiy wide because if only a part ot the tots 
field of labour employment a covered by coDcctive bargaining and the rest i 
left unregulated, there may stIB remain diveisitio m wage rates of the typ 
we wish to avoid. RegulaUon to be effccUvr and useful must extend in a unifon 



manner to all units in a contiguous region; otherwise it will not fulfil its purpose. 
The uniformity in rates brought about by collective bargaining is, however, 
in a number of countries limited in scope and area. When this happens the 
work of collective bargaining has to be supplemented or to be completed by 
state regulation. This was made clear during the course of the discussions at 
the Tripartite Technical Conference on the Textile industry held at Washington 
in 1937 under the auspices of the International Labour Office. The gen- 
eral conclusions of the discussions at the conference regarding this matter 
were summed up in the following manner: (i) Collective agreements are of 
special importance mainly in the regulation of matters which are not dealt with 
by legislation, and may serve as a useful preparation for future legislation. 
They may also be of great utility in the worldng out and application of the 
detailed execution of legislation, subject to and within the general limits laid 
down by the law. (2) Even in the national field, recourse to le^lation in 
some) cases is indispeirsable to secure a sure and comprehensive basis for the 
establishment of conditions of fair competition between employers and the 
proper regulation of conditions of employment. These two statements bring 
out clearly the utility as also the hmitations of collective agreements. Legisla- 
tion can usually be passed only in matters where rules of general applicability 
can be framed and where certain measure of agreed opinion exists already. 
For particular circumstances and for spheres in which as yet no agreement has 
been evolved, collective agreement is indispensable. Collective agreements can 
provide for a large variety of matters and can enter into details of arrangement 
in a manner not possible for general legislative regulation. On the other hand 
because the membership of either the organisations of the employers or of 
workers is not fully inclusive, the sphere of collective agreements may not be 
all-embradng. They may, a number of times, leave out tvorkers from their 
scope who stand the most in need of protection. Collective agreements again 
do not afford as sure and permanent a system of regulation as legislative enact- 
ments. They may be denounced, with notice of a given period, by either party 
to the bargain; they thus rest on a foundation that sometimes appears to be 
precarious. Hence there is a general tendency at present to guarantee certain 
minimum conditions for labour universally by legislative regulation and leave 
the rest to collective bargtdmng. 

In the specific matter of wage regulation thcrcTs usually no need to sup- 
plement the action of collective bargmning within the field over which it operates; 
for, the effect of collective bargaining is usually to standardise rates of xvages 
for the occupations and the area covered by each collective agreement. The 
chief difficulty that arises in the matter is when collective bargaining only 
partially covers the field. In the United Kingdom, wherever collective bargain- 
ing has been in existence, the tendency has been gradually to broaden tlic field 
and to bring about standardisation of wage rates over larger and larger arcas. 
In Lancashire, for example, the gradual adoption by neighbouring areas of 
standard lists of rates evolved in particular important regions led ultimately 
to an almost complete uniformity of rates over the whole industry. In the same 
manner in England, the twenties saw a standardisation scheme for the whole 
country evolved for the building industry', and a national standard scheme of 
rates established for a brief period in tire coal-mining industry. 
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In the Cotton Textile industry m the province of Bombay, employcn^ 
garasations have been acting together in these tnallets ever ance the dose of tt* 
last war The Bombay Millowoer^ Assoaauon i»as chiefly lastiuneotal ta 
preparing the scheme for standardsatiori of wages subre-tted to the Eotnb*T 
Strike Enquiry Comraitlee (1938^9) This scheme viaa, however, nrn'er 
adopted, itfid the wage pccition in Bombay continued to be chaotic tiD 1934- 
FoBowuig the cuts in wages made by individual mills m 1933-34, hoivo’er, the 
hiniownos’ Asociaaon felt that it 'vas necesary to pay attention to the 
position. Hence partly under pressure from Goiemment, and partly because 
all the better wage paying units feared the consequences to themsclva 
continuous, unlimil^ cuC the Asoaation introduced in 1934 a schedule 
of nununom wages This schedule was confined to certain imp o rt a nt tune-rated 
occupations, and no member m 3 l was expected to pay a wage for any occupation 
lower than the rate given in schedule, and member mills were not expected, 
without permission, to lower thor wage rata if they were paying rates higher 
than those indicated m the schedule at the tone of its introduction. The mJtti* 
mum ^Vage Schedule of the Assooa t ion has been conbnuously in operatu® 
vote tC|34, Mvi vb nope has been increased a hide m recent yean, lbs 
Assoaauon is said to keep a continuous watch over the working of the Schedule, 
and it IS said that it a observed in practice by atl the member miHs in Bombay 
(mills uj Bombay which are not members of the Assoaauon are ncgligihle m 
number) The frammg and enforcement of the minimum Wage Schedule by 
the MiUownere’ Assoaauon, Bombay, has for us an unponant le^n. It «hows 
that in tunes of dq^ression the wage «it«atwn became so chaoUc that the better 
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placed among employers felt it absolutely necessary to intervene. And the only 
effective svay in which they could do was by enforcing a minimum Wage 
Schedule. This mode of rcgidating wages is, of course, not one which can be 
copied elsewhere or commended for adoption generally, for, it is obviously 
regulation that is too one*sided. The level of minimum rates is fixed by the 
cmplo>'ers, it is also enforced by them alone. Neither in framing nor in eiiforc- 
ing it can it be presumed that careful attention tvill be paid to tlie interests of 
workers. And, however proper the action of the employers, it is not to be 
expected that it \viil inspire any confidence among workers. 

We are thus left with the third alternative agency — the State. Regula- 
tion of the wages of industrial labour in India must be undertaken by tlie state 
itself. By the state here I mean the Provincial Government. It was irrged 
by some wtnesscs before the Roj'al Commission on labour in India that the 
regulation of wages must be on an all-India basis. There seems no reason why 
this should be so. The provinces in India are large enough for the purpose. In 
Australasia and U. S. A. wage regulation differs from state to state, and even in 
CJ. K. the sj'stcms of wage regulation are not necessarily the same for England 
as for Scotland. The English Trade Boards again prescribe different regional 
rates -vvitlun their jurisdiction, and the terms of the collective agreements for the 
coal-mining industry in England differ from district to district With the great di- 
versity of conditions of labour in India, it is not at all necessary that a uniform 
system Should operate throughout the country', though it may be highly desirable 
that the various provinces should adopt a similar policy' in these matters. 

The question that arises next is the type of regulation of ^vages that should 
be adopted by provincial governments. The most suitable type under Indian i 
conditions is the fixing of minimum wages. It is nccessar)' in this respect to 
clear some initial misunderstanding ariring out of the Draft International Con- 
vention of 1928. This Draft Convention laid do\vn that wage regulating 
machinery should be set up in those trades wherein 'hi o arrangements exi st for 
the effective regulation of ^vagcs by collective agreement or otherwise and wages 
are exceptionall^TowT’ irhas’beSi'argaedpmnong others by the Royal Gom- 
miSbh on Indiah Labour, that the second condition — tliat wages are excep- 
tionally low — carmot apply to the major Indian industries, and that hence they 
do not stand in need of minimum wage regulation. It should, however, be 
noted that the Draft Convention ^vas framed before the depression of 1929. 
Before the depression, nunimum wage-fixing machinery was looked upon in 
the European countries as being needed only by sweated industries. It \vas 
presumed that in industries, other than these in which particularly unfair \\'ages 
were proved to exist, fair wages would be obtained by the operation of ordinary 
economic la^vs. As pointed out above it was during the period after the de- 
pression that ideas on this question underwent a change. Today an excep- 
tionally low level of wages could not be considered even in the European 
countries as a necessary condition precedent to the setting up of minimum wage 
regulation ; for it has been found by experience that even in trades that normally 
pay a good wage there may be no limit, in the absence of labour organised to 
reast, to the cut that may be imposed in bad times. The only condition to be 
satisfied today before minimum wage regulation is introduced is, therefore, the 
absence of labour organisation. 
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In India, of counc, the conditions \iCTe bad enough dm before the de- 
pression, and this was evidently realised by the Royal Corrmission on labour 
itself ^VhSc the Ro^'al Commission did not «ccm to favour the establahmcat 
of minimum vfege regulation m the major cirgarused industnes, U thought it 
highly dtsirablc that standardisation of wages should be brought about la in- 
dustries like the Cotton and Jute industnes h«osv, «tandardisation of wages B 


a step, that, m regulatory practice, follows and does not precede the cstab- 
labmfftt of minunum levels of wages The minimum regulates merely the 
level below which nobod> shall pay Under minimum wage regulation It » 
still open for the more efliaenl cmplojcr to offer rates in all occupations or n 
particular occupations higher than the minujium rates, Thj is what happens 
under Trade Board regulation m England or m Bombay with the working 
of the hfillowners* Association’s mimmtim schedule Under a scheme of 
standardised rates of wages no such sanation u allosscd, and all units must 
pay a uniform wage. \V'here, as m India, rates of payments di/fer widely 
from unit to unit and some concerns pay a scry low wage, it is both more de- 
sirable and more feasible to introduce immcdiatdy a ssatem of minimum wage 
regulation than that of standardisauon. Standardisation would mean, in these 
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linlicd wth the procedure of a judicial court, and minimum wages have been 
established as the result of awards of an arbitral tribunal. In England, on the 
contrary, the concept of the minimum wage was introduced mainly as a result 
of the agitation regarding conditions in the sweated, especially the home-work, 
industries. Opinion was pronounced against any measure of general regulation 
and Parliament was prepared to take only a cautious preliminary step. Hence 
the evolution of the trade board type. Each individual board, being composed 
of representatives of actual employers and workers, could be depended on not 
to recommend any drastic step forward. There was the desire not to disturb 
too much existing conditions. In course of time it has been found that the 
results arrived at by the two different methods do not materially differ from 
each other, and as Prof. Pigou has pointed out^ the nature of the English trade 
board lists is much the same as tliat of the arbitral awards of Australian Courts. 
The mctiiod, however, of arriring at the result is materially different. 

At this stage it may be profitable to turn aside and consider the principles 
and the procedure adopted by arbitral boards or committees of investigation in 
giving wage awards, for this will help us in understanding more clearly the 
nature of the award or finding. I may begin this discussion wth quoting a 
somewhat lengthy extract from a recent study of the Industrial Disputes Inves- 
tigation Act of Canada: 

THE BASIS OF BOARD DECISIONS: WAGES AND HOURS 
Boards Not Guided by Formulated Code or Precedents 

No attempt has been made in Canada to build up precedents or to formulate 
a code of industrial principles to guide boards in their proceedings. Now and 
then the findings of some previous board may be quoted as precedents; other boards 
again explicitly reject considerations accepted in an earlier case as a basis for 
recommendations. But ordinarily each dispute is handled independently, and on 
its own merits. Nevertheless, a study of the arguments made before boards, and 
decisions handed down by them during the operation of the Disputes Act over the 
past 28 years, reveal certain broad uniformities in underlying principles. It reveals, 
also, modifications of these principles to suit changing conditions, as ■well as par- 
ticular circumstances involved in any given dispute. In other ■words, board mem- 
bers, while bearing in mind certain economic and social considerations, have not 
attempted to establish an exact and absolute, but ratlicr a relative and rough, 
justice — ono that would work, that would maintain equilibrium and keep industry 
functioning with the consent of tlie parties concerned. That is why we find that 
the same principle accepted by one board is rejected by another board, or even 
by the same board sitting in a different case. 

ADVANCING CUSTOMS AND STANDARDS EMBODIED IN BOARD 

DECISIONS 

On first vietv the practice just described may seem inconsistent and con- 
fusing. But the practical administrator will reco^ze that here may lie one clue 
to a way of maintaining stability and yet permitting progressive change in so 
dynamic a social situation as is involved in industrial relationships. Even more 
important, a re-view of decisions with the passage of time reveals how the ad- 
vancing standards of industry receive consideration, enunciation, and finally ac- 
ceptance. As industrial mores and customs progress to higher levels of wdfare, 

S “Essays in Applied Economics” 1623, pp, 59-69. 
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SEVEN BROAD FACTORS CONSIDERED IN WAGE DECISIONS 
The issues most frequently brought before boards m Canada, as >s ^ 
industrial disputes elsewhere, revoUe ab^ wagev From tlie initial passzee ci t- 
Acl to the present day aeren broad factors hare been con«id*red in endence an 
decisions on wage matlei^ each, of c<wr*e. comprrsmg within its scope u ranety 
of detailed arguments The* are (1) gereral economic conditions, {2) nnsneu 
condition of the employer invoked (3) the co«t of luing, (4) the 
imng. (S) compaTalive wages m similar trades, in similar localities, and in tW 
United Slates, (d) the value of the service labour tenders and. in the nort recc* 
years, (7| broad Mlietes of econom c and social w'Uate such as sharing in gsm* 
kom tec^ologtcal improvements, maintaining wage levels to sustain pvnras' ng 
power and, conversely redueins wages to simulate revival Thoj'h ce*e» •** 
found year after year that accept or reject one or iDore of these considemticrs to 
recommending wage rates, or on the other hand, that u* edl of them, what b*’ 
comes particularly intereaung as one reviews the b©^ of decisions is the eew turW 
and the changing erapharu giren the same argntuents 

By and Urge, arguments based upon general economic falters and btaines* 
conditions ate given more consideration m litres of depressien In teeent years 
■ ■- 1 S'*-. • .. ... ho IntrMOO 



.... .. . 

■ ■■ .' ' . 1 . . nw»t 

having ^ 

,J hoc toadum Boiu*, ,h™ annlla, dwdnpnnnt m nmgn of ennidam 
non, u, wbeh ajueh Tin Amteitan Conm vnnall. wi* thn 

C^dian Boards «al^ a ,riafirvr .nrf mrijA rarlor tiian on o»iof 
and absoluto nn^ tod Jin n „ n„ ^ ^ „ 

aohiovo an ^d .Mat, pmret, but booauso nr wag, dotmnmnUon thn 
caiwol be adueved- It is pertinent in this connection to point to two failores 
and one outstaning sueeem m the hntoey nt Australian wage regulation The 
fadurrn are fe fadures of the Royal Onmn™ on the AnatalSia basic v.n"e 
and of the Econoinic Comituraon on the Queensland basic nnge- The hist 

SSdtkmtn B M- “low »ad lokior Rriaticnu'' GniSi.*- ej. . > “ .T 

ofautrsUon, Hsivard l.iuTenitp, MarcH, Usa pp. n & Sdioo! of Biuiiioss Ad 



attempted to fix a basic w'agc in accordance wth certain theoretical norms of a 
standard of living. Its recommendations could not find acceptance because 
the resultant figure vs-as vttr)' much higher than ruling rates of basic wages. The 
Queensland Economic Commission, on tlic other hand, tried to move away en- 
tirely from considerations of standards of living and to fix a “scientific” rela- 
tion between the Icv’cl of •w’agcs and the capacity of the employer to pay. Its 
report may be considered as embodying a heroic attempt to devise a worhablc 
formula for linking the level of wages in a definite maimer to the value of the 
pnoduct of industry. But the difiiculdcs revealed in the solufion of even the 
comparatively simple problem to wliich it set its hand demonstrated the es- 
sential imposibility of a determinate statistical solution in this direction. The 
failure of these theoretical attempts demonstrates convincingly the absence of 
any scientific or theoretical basis on which an absolutely just division of pro- 
ceeds can be founded and on %vhidi an accurate assessment of wage levels 
can be made. 

The particular achievement of the Australian s)'stcm is the all round 
cut in wages that ^vas imposed by tire Courts at the time of the depression, a 
cut which was part of a deliberate plan towards attaining solvency. It ^vas 
demonstrated in this manner that under state regulation, political forces, as 
had often been feared, do not necessarily prevent a do\vnward movement of 
wages where such was urgently called for. The success of the English Trade 
Boards in mruntaining the minimum level of ^vages during the depression was, 
on the other hand, equally remarkable. The t^vo opposite cases taken together 
fully exemplify the t^cacy of a regulated system in adapting wage policies 
appropriately to the needs of the times. And these may ^ve^I be compared with 
the straits in which under a regime of laissez faire the Bombay Cotton Te-\tile 
industry found itself when faced with the problem of making adjustments. 

The recent tendency of arbitral bodies to go beyond the stock considera- 
tion into arguments based on advance in economic theory is also exemplified 
in the decision of the Commonwealth Court of Arbitration. For example, we 
find that court in the basic wage enquiry of 1937 summoning expert economists 
as wtncsscs and basing its decision partly on the argument that “unless wage 
rates were increased, the expectation of increased profits %vill cause entrepreneurs 
to start superfluous new enterprises or excessively expand existing ones,” and 
further that a “redistribution of income in favour of ^vagc earners, who unlike 
other classes spend their share of income wthout delay, will accelerate the de- 
mand for products and so provide solid support for legitimate expenditure on 
capital goods.” 

The essentially elusive and changing nature of the problem of ^vage 
determination may be further illustrated by the experience of the British In- 
dustrial Court. It might have been expected that in the decisions of the British 
Industrial Court a volume of case law would become available in course of time 
from which dear principles regarding wage fixation could be inferred. In 
actual fact this has not happened. The following extracts from a recent study 
of the w’orking of these courts will be found illuminating: 

"The principal grounds on which w'age issues have been debated and de- 
cided by the Industrial Court may be summacized in the four principles involvin'^: 
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various factors enumerated above refer in tlic main to decisions regarding these 
general movements of wages. But minimum wage regulation involves not only 
the determination of the general level, but also the fixation of individual rates 
for cacli occupational category in the industry concerned. There are, no 
doubt, some minimum wage fixation arrangements which confine their at- 
tention only to a single general minimum and have nothing to do with the dif- 
ferent occupational wages. Such arrangements arc to be found chiefly in coun- 
tries in wliich the main aim of tlie regulation of w'ages is tlie protection of the 
national standard of imng. The Australian national basic %vagc is itself a 
fixed general tninim\im of this character. In nev/ countries in •ivhich standards 
of living have been fairly high since the beginning of their colonisation, the de- 
sire to prevent a lowering of these standards has alwaj's played an important 
part in shaping polidca! and economic policies. The wage policy of these 
countries has alwaj-s aimed at preventing the deterioration of wage standards be- 
low a given level. The desire for tlic protection of the national standard of 
living inevitably led to an attempt to lay down a general minimum level. This 
general minimum had nothing to do with any particular occupation or industry, 
it was a national minimum appijing to all employers in all wall;s of life. It 
often happened that w'agc policy was actuated by this single aim and no other. 
In such a ease reguladon would not go beyond the fixed general minimum. 
In older countries, ho^vcver, a single general minimum covering all occupa- 
tions and industries %vould be impossible to formulate, and if fonnulatcd it 
would be placed so low as to be, for all practical purposes, ineffective. In the 
older countries not much importance, in fact, could be attached to such a phrase 
as the protection of the national standard of living. The problem here is how 
to raise by a scries of particular measures the standard of living of those in re- 
ceipt of vcr>' low’ incomes. 

The concept of the single general minimum or a fixed minimum is thus 
inapplicable to Indian conditions; it would not also fulfil the objectives which 
I have indicated should be the objective of Avage regulation in India. Wage 
regulation is desired in India in order to prevent an unduly Ioav Avage in cer- 
tain occupational categories, to prevent the subsidising of the loAV-wage paying 
employer, and to allay labour discontent. Wage regulation must, therefore, 
cover Avith us all the main occupational categories. Affixed minimum avUI give 
protection only to tlic loAvest occupational category. This category accounts 
for only a small proportion of the total number of Avorkers. Variations in wage 
rates and exploitation by employers, however, characterise all categories of 
workers, and tliese stand in need of protection as much as the lowest paid. It 
will be noted that the minimum wage schedule of the Bombay MilloAvneis’ 
Association covers all important classes of time-rated Avorkers (induding semi- 
skilled and skilled) up to the rank of jobbers and supervisors. This is also 
the case Avith Trade Board lists and schedules of minimum wages in most coun- 
tries of the Avorld. 

Wage regulation in India must, therefore, take the form of schedules or 
lists of rates of Avages Avhich lay doAvn the minimum rates for all occupational 
categories of workers induded in the industry for which the regulation is 
framed. The framing of such a list naturally involves the corrsideration of 
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I shall proceed to examine certain difiiculoes which appear to me 
mtmene m the appkcauon of tha view of wage detereunaboo to eondiPoo^ ift 
lod-a. 1 shall, ta dousf this, ignore the ateence of coropeuuve market nonio 
on ivhich 1 hare already laid suffiaent stress. The first dilReuJry to he 
countered is one whidio largely peculiar to Indian coadiuots. This is regarding 
the «pre3d between the earnings of different classes of wwkw One of the 
pecuhantia of the Indian system of graded payments to different types of vfort 
has been the very large differences m die fevtl of payments to different clasea d 
worken I have m a brochure on the * Salaries of Public Officials tn India”’ 
described the extent of the vanatiois obtaining between payments lo different 
eJascs of public employee^ and ducaased the reasons which seem to hare led 
to these variations and which seem to be nspomabte for their maintenance. A 
somewhat sumlaf p>icnomenon is otservabJe in the rates of payments to different 
ranis among mdustnal workers also If one takes, for example, the difference 
in payments to the three broad types of worlcia m India— the unskilled, the 
sw-sblled, and the skQIed— and cootpans these with similar differences 
elsewhere, one win be sttock by the wide dispanUCs that obtain m India. The 
disparities are even greater when the level of payment to workers is compared 
wth levels of payments to the dencal, the tedmical, and the manawnal staffs. 
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that tlicy rccci%'cd in the new factories themselves. The general prevalence 
of illiteracy and the entire absence of any facilities for technical trairung 
rendered impcssiblc the ready accession of any supply- of such labour from 
outside. The numbers of semi-skilled and skilled workers were thus restricted,' 
and their position in the industry was of vital importance. The numbers of 
unskilled workers %vcrc, in comparison, plentiful. These seem to be the main 
reasons for die great diversity in payments to different types of workers that is 
prevalent in India today. We may cite a significant feature of the present 
situation in support of tins liypothcsis. This is that the disparity in earnings 
between tlic skilled and the unskilled is greater in the smaller centres of industry 
than in the larger centres. Thus while the rates of payment to doffers and 
single side ring-siders are distinctly lower in Sholapur than in Bombay, the rates 
of payments to ivcavcrs in the tivo centres arc almost the same. The explana- 
tion of this feature appears to be that while in the larger centres a fairly 
numerous class of semi-skilled and skilled workers has been built up in course 
of time, the paucity of skilled and semi-skilled workers continues to be marked 
' in the smaller centres of industry. The levels of the remuneration of the higher 
technical staff seems to have been detennined by the necessity for importing 
such staff from abroad in tlic initial stages. There is thus an adequate explana- 
tion available for the wide disparities. While they can thus be historically 
explained, their continuance today is neither equally necessary nor is it de- 
sirable in the long run. 

Tlic slowness wth which adjustments take place in India is reflected in 
the continuance of these \yide disparities long after the need for them seems to 
have passed away. Thus we find that the millowners of Bombay have always 
complained of the unnecessarily large spread between tlie earnings of spinners 
and weavers in that centre. The Tariff Board (1926-27) which examined this 
question at some length found tliat the spread was large in most centres of the 
industry in India, and that there ivas not sufficient justification in existing 
circumstances for its size. A similar contention has of recent years been raised 
in Sholapur where tlic disparity is even \vidcr than in Bombay. Employers, as 
a rule, raise such issues in order to justify cuts in -payments to particular classes 
of workers. I have cited the instances in order to indicate how obsolete factors 
continue to dictate for long the comparative levels of wages. 

There arc two ways in which these disparities can be acted upon from 
outside. In the first instance general and technical education can be made much 
more wdcly available and its impartation much more systematised than is the 
case today. This would remedy the differences that may exist in the supply of 
different types of labour available. This remedy, while of essential importance, 
is not sufficient by itself; for, as we have seen, the Indian labour market is slow 
to react to changes in undcrl)*ing conditions, and a regulatory authority must, 
therefore, bear this fact in mind while determining norms of rates of payments 
for the different classes of workers in industry. The regulatory authority will 
then have to act in such a manner as to bring about, in course of time, a more 
even relation between the earnings of the different categories. By this I do 
not mean that it wll so act as to bring about a reduction in the earnings of the 
categories tliat are paid higher today. What is rather meant is that the authority 
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The other difficulty that has to be faced in dctcitnuung o^P^"^ ^ 
fcrences is the measureinent of the differonces m die quality of the ™ik 
formed by different daises of tforkeis and fiamg the “'rtspondmj 
fcrences It seems to ne that the word “saenufic” is m this connccum ^ 
loosely It should, in the fust instance, be lemembeted that no apoM ^ 
the measurement of giten q-pes ol dlons have yet been esnb'^ed. byra 
simple unilonn tfpa ol nolle die scales on which work of Mcient 
will be measured are not universally agreed upon, and ibe difTicullies are 
mous the moment one connden diverse types of tvorks that worlccn are 
upon to perform. It should be remanbered that the work of c\ en the tins 
labourer rctjaires the putting forth of more than a single of effort lo 
least skilled of ]obs the application of both phy^cal tnert and menial effort tnts 
be taken into account The greatest advance in the scientific management c 
labour has undoubtedly taken place in the USA., and even a cursory stu 7 
of the methods evoUed in that country will throw a flood of light on the du* 
ficultia involved Mr John W Rie^ Director of the Bureau of Industry 
Relations, Umvenity of Michigan, publshed sotre years ago a study of the 
methods actually followed by a number of leading companies m U S A-, w 
the matter of grading workers for wage payment Among the various schemes 
evolved lor evaluating the differences ui quality bctvi-cen various jobs that he 
describes, the least elaborate has «a beads under which each job is rated- 
These are (i) Mentality , (u) Training Period (skDl) , (ui) Senousntss of 
Errors, (iv) hfental Appbcation, (v) Physical Application, and (va) Worf!* 
mg Condiuons. But some companies had occupational rating plans in which 
as many as twenty Eve factors were considered It is not my intention to cn* 
ter mto these technical details. I merely desur to pomt out that where such 
a variety of divc^cnt factors are involved there is ample room, m a matter 
that IS essentially one of subjective judgement, for wide differences of opinion. 

•n-- „v. _ f . . - . . . . _ . ion of 

‘ ' ■ - ■ . ■ iposite 

• ■ ■ useful, 

able diltcrcnces ol opmion obtain aroon^t these enUtled to speak on these mat 
tors, regardmg even comparatively simple issues. Thus as a member of the 
Tex^e Labour Enquiry Committee I found that between representattves of 
employen from dillercnt centres of the industry no unanimity existed on such 
points as to whether the work of the doffer boy was more or 1® strenuous than 
that of the warpmg creder Nattirally, when it como to detaded calcuUtions 
lei 



regarding payments, the room for difference of opinion is even rvidcr. Thus 
•we feid varying relations between the rates of payments to the front sizer and 
tire back sizer and to the drawer-in and the reacher in different centr^ of the 
Cotton Textile industry' in the province of Bombay. These are, it should be re- 
membered, important and well established categories in the industry'. When 
one goes on to compare the size of these differences in the various centres in 
India, the divergence is found to be even ^vider. And it could not be said 
vdth confidence that any one of these relations was absolutely the correct one. 

A further consideration of this question wll lead us to the major issue 
■with regard to methods of payments to labour. On tire one hand tlrcre is the 
tendency specially marked in U. S. A., to'rvards a progressively greater develop- 
ment of job analysis and differentiation of category and individual pay'ments. 
The mctliods of time and motion analysis arc here applied to build up de- 
tailed systems of rating jobs and grading occupations, and not only are piece 
rates and occupational rates fixed after considerable study, but an attempt is 
made to fix, even in the time occupations, the rates of hourly payments to 
indmdual workers in accordance rrith measures of their individual eflicienev. 
This is also the country in which a great variety of methods of incentive sys- 
tems of payment have been evolved. The bulk of trade union opinion in 
countries like England is on the other hand opposed to the extension of sudi 
methods. It prefers a straight piece-rate system to tlie incentive wage systems, 
and looks \vith disfavour on differentiation in rates of payments to indmduals 
ivithin the ranks of a single time-rated occupation. The marginal economist 
should presumably •welcome the American developments, though the work of 
Mayo and Whitehead in U. S, A., tliro^svs considerable doubt on presuming 
close correspondence bet^vccn wage incentive and the resultant output even 
in that country, A concern for the solidarity of working classes and a distrust 
of the working of the method of payment by results under existing economic 
arrangements is at the back of the general trade union attitude. The economic 
and social policies inspiring the two sides arc, therefore, widely divergent. 
We are, however, not immediately concerned •with the controversy in India. 
Nobody, not even industrial engineers, I understand, advocate the adoption 
of incentive wage systems in India. Even the straight piece-rate is not, in this 
country, as vwdely prevalent as elsewhere. The significance of the controversj- 
to us Ucs in gi'ving an additional warmng against the acceptance of the pos- 
sibility of a “scientific” statistical determination of wage differentials. 

All this leads to the conclusion that rates of wages in industry are best 
determined by the representatives of employers and employees in the industry 
itself; for, an outsider who has no intimate knowledge of conditions in the in- 
dustry is apt to go 'ivrong. This is also the opinion of those who have studied 
the Australian system. Mr. Anderson in his detailed study of the fixation of 
Wages in Australia remarks: 

“Now a system of wage fixation which requires a judge of an Industrial 
Court to prescribe wages for such varied industries — or cv'en for one industry of 
■which he does not possess some technical knowledge — ^inay well be questioned; but 
unless represemtatives of employers and employ^, experts in their callings, fix 
rates of wages at round table conferences, it is difficult to see how the position can 
be altered. Nevertheless ivc arc forced to the conclusion that neither the Federal 
r ,— 5 £ 53 ) 
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machmery for wage regulation would be that of a Trade Board A boarJ, 
the majority of uhosc rrembers consists of an equal number of rcprtsentati'ts 
of employ en and etnp’o^ces, and which mcludes a few independent persons, 
voj’d be mOit suited to solve the problems that 1 have 'o far indicated A 
schedule fixed by such a body wdl again have a better chance of wdc ae- 
ceptanee among both parties than a schedule feed in any other manner 
Another machinery for the regulation of vvag« that u «omeUines ad* 
vocated \a a General Board The chief advantages claimed for a General 
Baard arc that it enables the application of a uniform set of principles to 
deterrunation in all industr es and ciubles the attainment of a comparativdy 
unifonn wage level in the entire economic s^-stem The General Board, bo>v* 
ever, does not poesesj the chief feature of the Trade Board, whieh is, that the 
delermiiuuon of the wage level «hould rest to a large extent with the trade it- 
sc’f The Gereral Board seems to be apptopnaie m a country where condi 
UORS are comparat vclj homogeneous and where a certain amount of regulauon 
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of setting up Trade Boards in India. Prof. Clay pointed out that in Great 
Britain almost all types of wage pa^micnts had by the t'wenties come to be 
regulated. In some trades and industries the regulation was through collective 
bargmning, in others through Trade Boards. The regulation, however, was 
entirely unco-ordinated. Wage rates w'cre fixed in particular collective agree- 
ments or by pardcular Trade Boards tvith reference only to conditions of the 
particular trade and industry and under the influence largely of factors of a 
temporary character. Wage fixation, however, meant the embodying of par- 
ticular or temporary advantages, into the ^vagc system for a long period. As 
a result, unemployment, in Prof. Clay’s opinion, no longer acted as a 
“barometer” for indicating necessary changes in wage rates, and nobody was 
concerned %vith the adjustment of the %vagc level as a whole or with the adjust- 
ment of the mutual relationship between wage rates in different trades aiid 
industries. While it may be useful for us to bear this criticism in mind in 
order to sec that our regulatory system docs not develop similar defects, the 
arguments of Prof. Clay do not raise any fundamental objections to tlic adop- 
tion of the Trade Board system itself. 

I may in passing refer to the question of standardization of wages. The 
essential difference between minimum wages and standardized wages is that 
while under minimum ^vagc regulation it is open to an employer to vary the 
wage in an upward direction, the standard svage rate cannot be varied in 
either direction. The advantages of standardization are that it does away with 
even that measure of diversity which is permissible under minimum w'agc regu- 
lation, and by bringing about a measure of fixity and determinateness in all 
wage payonents, reduces still further the possibility of minor wage disputes. 
Standardization is, however, difficult to achieve and can be brought about only 
in special circumstances. Standardization cannot usefully be introduced in a 
new industry or in an industry which was still undeveloped in a region and 
in which conditions had not reached a certain degree of stability. It also re- 
quires the concentration of industry' in a particular region. Standardization of 
wages has thus a limited field; but within that field it must be set up as an 
objective to be attained. The field of standardization may be indicated by 
saying that it may be possible and desirable in centres of Cotton Textile industry- 
such as Bombay, Ahmedabad, Ca%vnporc, and Coimbatore; in the Jute industry- 
in Calcutta and its neighbourhood; and in Coal-mining industry in the major 
coal fields. It may in this connection be pointed out that a development which 
is to be desired in this country- is that the Trade Boards which regulate minimum 
'vages should go on to standardize wages in particular regions whenever they 
find the conditions to be suitable. The Trade Boards can themselves be looked 
upon practically as agencies for collective bargaining, and tlie experience they 
gather in the work of minimum wage fixation will be of the same character as 
is required in evolving a scheme of standardized ^vages. I may in this connection 
refer to the plea forcibly put fonvard by Prof. L. T. Hobhousc for a parmanent 
extended place for the Trade Board in a system of -ivage regulation.^ Prof. 
Hobhousc points out that wage regulation even in England cannot be perma- 
nently confined to tlic fixation of minimum wages, but wU have to tackle the 

9'‘To-wards Industrial Peace,” 1927, pp. 59-64. 
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problem of fixing rates m gerer;^ as well He sa>s, “You ha%’c to find tnelhodi 
of adjujung rates for trades in Ecncnl and I think >ou tsill best find it not by 
enacting straight off tint there must be compulsory arbitration, but rather by 
showing by experience that you can, by «uch a system as the Trade Board, fix 
rates of all kinds with succca in a way which will command agreement and 
which will be found in s^ork well Therefore, ! should like to ra the Trade 
C-iards erranded upon these line* He adds that he desires “an extenaon cf 
the Trade Board method, not of course rigidly the same, not necessarily under 
the name of the Trade Board but an analogous institution with two repre* 
sentative sides and an impartial element, backed and helped by the sVDled 
burcaucrauc advice which the Trade Boanls enyoy in the cslremdy ably cf- 
gamsed Mm str^ of L'llviiir and with uliimateU a legal sancuon at its back.’ *' 
It ma\ be no cd that in F rgland the chief obstaJc m the was of such a logical 
extctoon of the Trale Board w^tem Les in the oppemuon of cemm elements 
in the Trade Lmnn mo>emcnt The*e fear tlie weaVcnmi! of the hold of 
hbo„r orpTOMo,. .t u,, am .ph,™ „f Tn,dp Board actmty b o- 
tendrd In India no >urh oppos lion r ,U be lonhcominn at thj sMe and il. 
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pany carmot now do beyond & certain limit, it reduces his salary. Tlus prac- 
tice ^Ir. Mallid: states has become spcdally prominent smcc the coming into 
operation of the Pavineni of Wages Act, and has resulted in a greater loss to 
the employee than if he had been fined. 

Another issue which has not yet been settled fully under the Act is the 
payment of bonuses, like the good attendance or efficiency bonuses. These 
bonuses arc incentive payments, the power of granting which the employers 
are usually keen on retaining. I doubt whether in actual practice they arc of 
mudr real u.sc even from the employers’ point of view. It should not be dif- 
ficult to measure statistically the cfTccts of the prevalence of a good attendance 
bonus. Tills effect should be directly visible in the statistics of absenteeism 
in the pardcular units or departments in which tlic bonus is paid. I have, 
however, not yet come across any instance of a ease in support of such a bonus 
made out with the help of concrete factual data. Such examination as I have 
been able to make of the absenteeism statistics published by the Labour Office 
of the- Government of Bombay and of some additional data collected by a re- 
icarch student, do not lend support to the ease of the employers.*^ The case 
against the bonus rests on the ground that it enables an employer to wndow- 
dress his wage position. The returns for the full pay period made by the 
employer ivill ordinarily include the bonus, while in actual fact a large num- 
ber of the employees might not get paid at the rate which is indicated in the 
return. Or to put the matter in another ivay, tlic bonus enables the employer 
to impose on lus employees, what is in effect, a fine. If, for example, in a time- 
rated occupation a certain wage for a month of 26 days (inclusive of the bonus) 
is indicated, under the operation of a good attendance bonus system a man at- 
tending, say for 22 days in the month, will not obtain ii/i3th of the total 
wage but only i i/igtli of the wage indicated minus tlic bonus. All those who 
arc unable to attend, whellicr on account of remissness on their part or not, 
for the number of days required tq cam the bonus during the pay-period, are 
thus paid at a rate lower than the rate declared to be the standard. The ef- 
fect of a bonus may then well be said to be the imposition of a fine on a cer- 
tain number of workers, and the more exacting the standard of attendance re- 
quired the larger \vill be the proportion of -^vorkers subjected to the fine. 

The effects of an efficiency bonus arc not as easily measurable as the 
effects of a good attendance bonus. But the haphazard manner in which such 
bonuses have been adopted by employers docs not show that even tlic em- 
ployers as a class arc convinced of its utility. Such industrial en^neers as 
operate in India do not, I bcliet'c, also advocate its adoption. A case for the 
efficiency bonus has yet to be established; the objections agmnst it are of the 
same character as those against the good attendance bonus. There is an ad- 
ditional objection that the standard of performance which is laid dov.m by 
the employer as the minimum to be attained before an employee becomes en- 
titled to an efficiency bonus is necessarily fixed in an entirely one-sided manner. 
The employer fixes tliis standard, and the employees have usually no means 
of judging whether the standard is a fair one or not. Methods of wage pay- 

IJDr. 51. 51. Shall (unpiibli'hed thesi-?), “labour Recruitment and Turnover in the 
Textile Industry of Bombay Presidency,” 19t0. 
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peramsible accotdmB to the po™ ons of the Tayroent of ^ 

w that her been vanomly mterpreted tn dtlleront p™-mcea On a baM^ 
comidetanons it would seem that under crmins conditions of indiistnal 
It IS desirable to prevent the payment of such a bonus 

Another peculiar type of wage payment that might m this 
be considered is payment in kind Thu a prohibited by the Payment of ^ 
Act, but under speaal powers possessed ^ provincial gmemnunts unaer 
Act a gram allotvancc u paid at Sholapur in the Proimce of Bc^bay 
allowance has some features of a good attendance bonus and has led to , 
complamts on the part of employees regarding ihe quality of gram suppu 
I do not desire to discuss the advisability of penmittmg such an allowance. 

It consututes an exceptional case but I want in thu connection to say a 
ivords regarding a matter which has at the moment assumed and may con 
tinue to possess considerable importance m India 1 refer to the practice e 
the establahmeni of cheap gram shops by employers In the first instance, a 
dear datinction should be made between cheap grain shops esublishcd » * 
wellaR measure and those whose <ervice$ are counted as a part payment of a 
wage. There can be no objection to a good employer d«nng m limes of nsing 
pnees or even in normal times, to help ho employees by opening cheap gram 
shops. The employees arc, m thu case in receipt of the full current wages, and / 
they can, if they find u possible and desirable, increase their real wages some 
what by expanding a part of the wage at the cheap gram shops The case B 
entirdy different when a part of the wage itself u supposed to be paid by 
services rendered by the cheap gram shop In the first instance the whole 
procedure runs counter to a sound pnnaple established as the result of ex 
penence over many decades m most countnes of the world and accepted as 
basic by Oic Payment of ^Vago Act SecUon 6 of the Payment of Wages Act 
bya down that all wages shall be paid m current com or currency notes or 
lx th.” PayTOCnts m kmd are notonously open to abuse and corruption- 
adulteration m the quality of the maienak supplied and levying of extor 
tionate and irregular chai^ in particular cases can easily be practised, and H 
ivould be foolhardy on anybody’s part to claim that there can, in the case of 
numerous shops scattered all over an mdustnal centre, be sufikaent supervision 
or inspection to guard adequately against malpractices. Further, even if we 
credited employers and those in charge of gram shops with an extraordinary 
share of good faith it ivould always be difficult to convince the employees that 
there w^ m fact no advantage taken of the situaUon and its posibllities. I 
should Lke to raise another question also m connccuon widi thVoperation of 



amount of the money deduction, the employee gains to the given extent. 
Even with a grain allowance complaints of malpractices may and do arise. 
Moreover, even tvith a grain nllotvancc one has to take account of these tvho 
either cannot or do not want to tal:c the fixed quantities of particular grains. 
There is loss of consumers’ surplus if sudi workers take die grain even tvhen 
they do not tvant it, and tlicrc is loss of the money equivalent if they choose 
not to receive tltc grain allowance. But rvith a grain allowance the grains or 
losses arc at least measurable and they afTcct all employees in a uniform manner. 
This is not so -with a cheap grain shop. You may either not use it at all, or you 
may use it to a large extent. The size of the wage of an individual is thus made 
to depend, in part, on his abilit)* to take ad\-antagc of the services of a cheap 
grain shop. This surely ought to be an irrelevant consideration in the payment 
of wages, and it seems definitely tvTong to attempt to pay part of what is ad- 
mitted to be a just increase in wage rates in tliis manner. I have never a’so 
been able to understand how anybody can arrive at any estimate of the measure of 
advantage given to workers by a clteap grain shop, for, in such a calculation, 
the average is of no significance. The tvage is an individual pa>Tnent,- the in- 
crease in the wage, if required by such a circumstance as an increase in the 
cost of living, must be obtained in justice by every individual ^vorkcr in a given 
proportion. There can be no justification for paying it in a form which is not 
equally accessible to all employees and which is not equally desired by all of 
them. It can be no consolation to a wage earner ^vho does not get the re- 
quired benefit from the cheap grain shop that his loss is made up on the 
average by others who gain from the source an extra advantage. It is also not 
easy to understand the insistence on the part of employers for pajanent of 
part of the wage in this particular form. If, as they protest loudly, they really 
lose in money to a given extent by operating the grain shops, they ought to 
have no objection to paring the money out directly in the coin of the realm 
as required by tlie Payment of Wages Act. The cstabl'shmcnt of tJie cheap 
grain shops to pay part of tlic wages seems to me to involve tire acceptance of 
a position that is thoroughly unsound in principle and is liable in practice to 
^vc rise to much abuse and ill-feeling. It may well prove the thin end of a 
^v■edge which may progressively undermine the principle of the money ^vage 
established after much struggle and agitation. It is all the more unfortunate, 
therefore, that certain prominent labour leaders should have seemed to give it 
tlieir support.’"'* 


, w This di-nression on che.ip f?ntin shops ra-iy nppc.ir nunpcessarily long. The oncs- 
tioa had, however assumed considerable importauco durmg the early months of IDIO. 
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RATIONALISATION 
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the deprea on of igag as the panacea for all indusmal ills. The term itidf 
Kj been the subject of careful scrutim and its meaning and its compowni 
parts hate been daboraiely defined in a pumber of international confeitncci 
It tt not mv intention to go oa-er ths famihat ground again I shall direct tsj 
attention twvard these mcMures includ'-d in the term rationalsation which have 
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production per unit and the increase of the margin of profit, or alternative!) 
tlic diminution of tlic margin of loss. Labour cost is in most industries an im* 
portant component of the cost structure, and a reduction of the labour cost had 
also to be attempted. There wre nvo ■ways in %s’hich this could be done. 
Either the rate of patient per unit of labour could be reduced or each unit 
of labour could be made to go further in the productive effort cither by in- 
creasing its efficiency or by bringing about a reduction in the number of units of 
labour required in the different processes. The effort to reduce wages ivas 
usually made first, but was not alwax-s successful. In most important industrial 
countries the po^^■cr of organised labour was usually responsible for preventing 
any immediate or drastic cuts in wage rales. Even in India, however, where 
labour organisation was notoriously ^veak, employers did not always find it easy 
to cut dowm rates of svages. The classic instance in this connection is that of 
the Cotton Textile industr>' in the City of Bombay. This industry entered in 
1924-25 a period of depression, which lasted for almost a decade. The Tariff 
Board which reported in 1927 found that among other tilings the level of 
wages in Bombay w«as one of the reasons of its lack of competitive power. Ef- 
forts on tlic part of millowncrs to bring about a reduction were, ho^vevcr, 
stoutly opposed by labour, and it ^vas not till 1033-34 that a radical adjustment 
of wage levels was actually effected. Prof. Clay states that the opposition to 
reduction in ^vagc rates offered by workers in tlic depressed industries in Great 
Britain %vas justified by them on two main grounds. Firstly, the workers felt 
that the depression was so deep and widespread that any practicable reduction 
in wage-rates ivould liardly affect it. Secondly, they feared that they were 
being asked to make a sacrifice, not to revive trade but to lessen the losses or in- 
crease the profits of retailers, banks, loanholdcrs, etc. It may be noted that 
when explanations were oflcrcd of the attitude of te.\tilc workers in Bombay City 
they ivcrc very similar to the arguments enumerated by Prof. Ciay, and that 
they were about equally justified in the Bombay Cotton Textile mdustry and in 
the British industries. 

Xn the circumstances, it ivas natural that the efforts to reduce labour 
costs per unit of output by ways other than a direct cut in the wage-rates should 
be made in Bombay. The main direction in which the effort was made was 
that of asking each operative to do more work or mind more machines tlian 
he was ordinarily used to. In this connection, it is interesting to compare the 
histor)' of the progress of the Cotton Textile industry in the two centres of Bom- 
bay and .“Vlimcdabad during the last twenty years. This liistor/ throws a side- 
light on tlic problem %vlth which economists are always concerned as to whether 
it is during a depression or a boom that methods of production in industry get 
improved." The Bombay and Ahmedabad industries were during this period 
in greatly dissimilar positions. The financial position of the Bombay industr>- 
Was crippled, and it ivas losing the markets which it had previously buUt up for 
its stock products. The Alimedabad industry was, pn the otlier hand, mak- 
ing good profits and increasing the variety and quality of its production, and 
thus gaining new markets. In Alimedabad, therefore, progress took the form 
of the, installation of up-to-date improved machinery in new units, and the 
renovation of the plant in older units. Considerable attention was paid in this 
centre to improv'cment in the character of production. In Bombay almost no 
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improvement which required any substantial capital outlay ^^'a5 undertaken. 
Thia ne^v labour saving machinery nich as in the preparatory processes tvas much 
more prominent in Ahmedabad than in Bombay Labour saving pracuccs, on 
the other hand ivere mostly initiated and ewended m Bombay, ivbUe they were 
comparamely unknoivn m Ahmedabad Attention to imptwements in pro- 
ducuon was also paid much later in Bombay than m Ahmedabad- A part cl 
the dilTcrence in the history of the two centres is to be explained by the diflenng 
composition of the managing agency firms and the pceition occupied by their 
in the two centres a part was, howeier also due to the dilTcrcnce between the 
~ ‘ * noteworthy by contrast 

the working of Indian 

, ' ^ prospenty and dunng 

depression. 


WTicn labour saving plant requiring considerable capital outlay begins 
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the tediniquc of time and motion studies is highly specialised and that these 
studies require the co-operation of a number of different types of experts. The 
industrial engineer, the industrial psycliologist, and the industrial ph>'siologist 
must all co-operate if really dependable results arc to be obtained; and the vietv 
that the experts must take of the problem must be a long range view and must 
not be confined to the need of obtaining immediate economies. So far as is 
knotvn, no specialised tedmidans liavc been employed for the purpose where this 
work is carried out in India, and such tedmidans as are available are all 
industrial engineers. It is not implied that the results obtained have been 
necessarily wrong; but only that, in the circumstances, these results are not of 
a character that might be called ^sdcntific, and tlrat they cannot be treated 
wth impUdt confidence. Of course, in countries where all types of fully 
equipped experts arc available, there arises the furtlier difficulty that labourers 
do not fed that they can trust the results of experiments or observations made by 
persons in the employ of the owner. Mr. Cole^ has suggested that this difficult)' 
might be got over if trade unions engaged experts on their part, and tire data 
required for the “scientific management” were collected jointly. This suggestion 
can be carried out only if tlicrc exist highly organised unions of workers rich 
enough to pay for the services of competent experts. Lack of organisation and 
funds, ho^\‘cvcr, is not the only difficulty. If there is a strong feeling among 
the mass of workers against rationalisation methods, trade union leaders may 
.find it inexpedient to co-operate actively in working out measures that arc un- 
popular, because the appointment of experts on the side of labour places on 
labourers the responsibility of accepting ungrudgingly all the innovations to 
which thdr experts agree.’ 

It sljould be noted that in Ahmedabad, %vherc in the Cotton Textile 
industry rationalisation in the ring spinning department was brought about by 
joint agreement bet\vecn the Ahmedabad MiJIotvners’ Association and the 
Textile Labour Association, the Labour Association is now taking up, the 
Millo^vnc^s complain, a merely non~possumus attitude in respect of the proposals 
for all the other departments. 

These difficulties arise even when it is presumed that the employers are 
anxious to conduct careful experiments before embarking on any venture in the 
direction of intensification, and tliat they would not attempt anything which is 
not \varranted by the results of such experiments. This presumption cannot, 
however, be made in conditions under wWch concerns are managed in India. 
Bombay is the only centre u'hcrc intensification has been undertaken on any 
considerable scale. If there is any such movement in the Jute industry, nothiiig 


2 Cole, G. D. H., ‘Tayment of Wngc=,” 192S, Preliminary Chapter. 

3 In this connection, the c.xperience of the Pcqnot Mills U. S. A., record^ in one 
of the 1. L. 0. studies on Industrial Relations, is very instructive. In this null the man- 
agement was confronted bv the necessity of reducing coste of production in 1928, and 
submitted as a result certain proposals regarding rationalisation whicii it intended to 
adopt to workers The Workers’ Union took the unusual step of consulting a manage- 
ment engineer and submitted counter proposals. Ultimately jomt r^eareh was agreed 
ypon and the scheme of ioint research worked for some years. In 1933 it had, however, 
to be given up chiefly because under it Union officials were left ^uth the chief work -of 
persuading workers to accept the proposals of the Joint Research Committee, Md this led 
to thoir .assuming too mucli responsibility and to ^ loss of confidence in them among 
Workers. I. U. 0. “Studies in Industrial Relations, III, 1935. 
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is k^o^^’n erats dc abwit Its character and its eflccts. An effort in this direction b a 
concern Lke the Tata Iron and Sted Co m\ be tai.cn to p r oce ed deLbcratdy by 
stages. The Coal Mining Committee ( 1937 j docs not in its remarks on latjonali* 
saoon Ttfcr to intcnsif cation of labour but it is understood that progress in this 
direction in the coal mining mdvairy is not marked The Cawnpore Lahoi-r 
Inquiry Commutec notes that rattonalcatton m the sense of inieraincation u 
to be found only in tuo or three mills on any extern %e scale, and only rarely has 
mtcnsiScauen been introduced in complete «ccu>ns. Tlic Committee, hots-eser 
dw not record the preliminary steps if any adopted by cmploten before under 
tawng intensification ihouqh « records the unptes'ion that in a modem spiniuB'" 
side It secined as li less stniji i^as imo’tctl 09 tlie 1 orkers though they mndrf 
rnore spindles than m the older mills In Bombay however rationalisation to 
the sense of mtemificat on hrsbceti taking place for more Uian a decade, and 
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however, tiiat di!? manner of expressing is not die result of any careful calcula- 
tions or any attempt to allocate gains svltich might result from intensification 
as between capital and labour; it does not also indicate any calculation in terms 
of added work. An attempt at allocation of gains must proceed by way of as- 
sessing tlic net gains, Tliis involves calculations of capital costs required for 
additional equipment, etc., and of increased running costs sudi as may Iiavc to 
be incurred for suppl)ing, for example, better materials, etc. No figures of 
any such calculations have been published. Moreover, die net gains must 
differ from unit to unii^ ivhilc die percentage added to the ivage is now or- 
dinarily uniform for all units in a centre. The added percentage is also not 
correlated to the extra strain because that also is measurable only ivith diffi- 
culty and is in actual fact not measured. The increase in the wage rate merely 
represents tlie result of die ordinary’ t\’pe of bargaining bctivccn employers and 
workers. Intcnrification w.ts expected to yield by employers, and did in fact 
yield, certain economies in ivorking expenses ivhich should add to profits made. 
That these economies were being made was realised by die workers. Hence they 
demanded before working on the new s)'stcm extra remuneration, and ob- 
tained it mosdy in proportion to the strength or ivcalcncss of their bargaining 
position. In the early da^-s of die movement workers prepared to undertake 
die new type of ivork is'crc fc'v; hence the larger pa^nicnt. ^Vllcn later the 
Ej-stem became more familiar to workers and their supply became larger, the 
extra remuneration could be reduced. In Bombay an attempt was made by 
the millowners at the time of the introduction of the minimum wage schedule 
to bring about uniformity in die extra percentage paid in all concerns for given 
types of rationalhcd s)Slcms of work. At about the same time double-side 
tvorking in ring-spinning ivas adopted in mills in Ahrnedabad as a result of an 
agreement bctivccn the two sides. It is perhaps an index of the rdath’c bar- 
gaining position of labour in Bombay and Alimcdabad. that while in Bombay 
the pementage over the pay of the single-side sidcr diat a double-side sidcr 
should get ivas fixed uniformly at 33 per cent, m 1934 ffie corr^pondmg per- 
centage fi-xed in die agreement between die employers and labourers or- 
ganisations in Ahrnedabad was 45. 


Rationalisation, it is usually claimed, is the only means of rahing the 
level of wages In so far as rationalisation embraces all measures by ivluch the 
net product of industry avoMc for distribution can be increased, this claim 
is justified if we presume that die laboureia are ajready obtamiiig as large a 
proportion as possible of tire produet. Most measures of raUonalisabon have, 
however, some effect on cmp!o)-ment, and the loud effect of the process cm 
be judged only by taking into account the rcsultatit employment situabon. It 
may, L csa^lc. happen that rationalisation, wrddy adopted, ^np about 
such changes in the market relations between capital and labour drat labour 
as a whole suffers eidrer by an added volunre of utrcmployment or by a redu^d 
share of the product of the industrs- that it is able to secure for itself. Tta 
in spite of the size of die product having increased, the absolute meome of the 
laJuring classes as a whole may not be increased by the pn^. This lea* 
to the further consideration that the gams fnm raOonateauon accrumg to 
svorkm in a particular industry cannot be con W to md whoUy con^ 
within the indmay unless the market tor labour m the mdustry is a dosed one. 
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donbleoider » initially able to obtam a htsber vtase rate, la tlm tnger t 5 
rate Idtely to be oiatamed lor a long time’ It could be auitamed ““y “ 
me wo odea »as really irorb reqoirm; proportionately prater -bill ana ^ 
mtenoty ot ePort It. hotrever thta was not <o the oipply ot doubly 
would in oiuise ol tunc be made as easily available as that of «ingle-*id^ 
that of swru-skillcd formerly and the rehuon bct'hTen the ssages of the ow 
siders and si-orVers in other tndustna would be improscd only to the eX 
that douhle^de ivorking was truly more intense or more skilled This natursu) 
follow-s from the assumption that gams accruing b> the progress in techniq'* 
m a single industry cannot be confined to employers or hbourtn m that W 
dustry alone, but must be ♦pread in cour^ of tunc tner the entire ewnonuc 
gysteia I have, m argumg as I ha\c done of cour'e, neglected the unportan 
factor of stickiness in the Indian situation Whales er its cfTeets m delaying 
the process of adjustment, it seems unlikely that the pressure of labour supply 
would allow the gams to be conserved m a particular industry unless they "t** 
protected by the strong power of organised labour Similarly under any «cheine 
of regulation also the regulating authonty could not for long maintain wages 
in a particular industry or trade at a level which was out of relation with levels 
oblaming in other mdu«tnes. RaUonaltsaUon then can be considered a means 
of raising the wage level materially only if it was a widespread movement 
Confined to a single industry and to a few centres it could not appreciably 
raise the level of the average wage rates of industrial labour 


\Vhcn however, rationalisaiion k considered as a wnde-spread move- 
ment It becomes all the more necessary to consider the eflects that it is likely 
to have on the employment situation m the country The progress of ration- 
alisation m India has been limited m cnent so far It is not pcssiblc, there- 
fore, to argue as the basis of past eapencnce. The enquiry into wages and 
unemployment in the Bombay Cotton Textile mdustry conducted by a La 
hour Office m 1934 vias directed m part to the effects of rationalisation- The 
report of the enquiry contains the following observations “It has been esU 
mated that dunng the last few years as a result of the mtroducUon of rauonal 
methods of work the number employed has been reduced by about ten thou 
sand penons. If we, hovs-cvxr, take into considcratiQii the number employed 
ea night-shift it wiQ be found that the dimmuUon m employment is incon- 
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siderable. It seems to be taken for granted in tliis extract that increased night- 
« working IS a necessary result of the adoption of rational methods of work. 
This cannot, however, be conceded as a general proposition. During the period 
1926-27 to 1936-37 tlie Cotton Textile industry in Bombay underwent a con- 
traction in size. The number of units as ^vcll as the number of spindles and 
looms ivorking -ivas diminished, but the average daily number of persons cm- 
ployed decreased in even a greater proportion; the average number of persons 
daily employed having been 154 tliousand and 109 thousand in 1926-27 and 
^ 936*37 respectively. In tlie process of contraction the firms that rationalised 
their methods of ivork were perhaps, on that account, enabled to avoid the ef- 
fects of generally depressed conditions, and they might even have been able 
to secure a part of the work tliat was lost by their unlucky competitors in the 
centre. These circumstances cannot, however, be taken as typical of condi- 
tions in all centres where rationalisation is undertaken. 

It is not ncccssar)'- for me to embark upon an elaborate dissertation on 
the effects of rationalisation on emplo>'mcnt. It is, I believe, common ground 
that in the short run rationalisation is likely to lead to unemployment in par- 
ticular industries. Unless tlie demand for the products of an industry is very 
clastic, rationalisation on any large scale must lead to a diminution in the cm- 
plojTncnt offered in the industry ivhich is rationalised. There is no doubt that 
even in the short run rationalisation may lead to some expansion in the de- 
mand for the products of the capital-goods industries which supply the addi- 
tional plant and equipment required by the rationalised industry. There is 
notiung to indicate tliat this ivill be large enough to compensate the unemploy- 
ment caused, and ordinarily the presumption is that it will not be correspond- 
ingly large. In any ease, in the short run an immediate problem of unem- 
ployment \rill be created in the rationalised industries as the persons displaced 
in this industr)' are not likely to be tliose newly absorbed in the capital goods 
industries. Means must, of course, be devised to deal %vith this problem. In 
the long run rationalisation, it is pointed out, must mean an increase in the 
national income. Whatever the proportion in ivhich this increase is divided 
among the different classes, it is bound to increase the total demand for goods 
and services, and thus lead to increased employment in some direction or 
another. 

It is not my intention to discuss the recondite, problems concerned %vith 
the effects of rationalisation on the standard of living and such problems as 
those of transfer of labourers from one industrj' to another, etc. I, however, 
desire to draw attention to one important aspect of the problem which is par- 
ticularly important to us in India. The form in which I would raise this ques- 
tion is as follows. Can we presume that the increased dcinand for capital goods or 
for consumption goods or services which results from rationalisation will mean in- 
creased employment witliin the country itself? We cannot in this context talk 
of a dosed market. It is largely international forces that are forcing ration- 
alisation on us today and have forced it on us for the last^ 100 years or more; 
and the repercussions of the rationalisation of our economic system arc spread 
over the entire economic world. The question I want to raise may be il- 
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Another aspect of the movement lerwards further rationalisation in f»6 
tory industry that we mist consider is the effect it \m 11 have on other types « 
industrial activity tn the country AD steps towards a further cheapening or 4 
further diversity of the production of factory industry extends suU further the 
margin at which it can compete with the hand and artaan mdustry Thus 
rationalisation will not only result in the creanon of a certam amount of nn" 
employment m the factory mdustry itself but may create even a greater amount 
of It m the hand industry The scopic of such considerations is not necessarily 
limited to acuviiies which directly produce the same tj’pc of products. They 
extend also to the vctiviues concerned with the production of goods whch 
the products of the raUonaliscd industry might al» possibly substitute The 
extended use of a matcnal like cement mav provide examples of subsutution 
for a wide range of materials previously m use The belief in the almost 
automatic operation of corrccUvc forca foGowing large scale technological 
changa has of recent ^cars been given up Its place has teen taken by a 
r-cogmUon of the »cnous nature of the short term dilRculues created, and 
by an emphasis on the problem of transfer while maintaimng at the same ome 
that the long run effects of the changes must necessarily be advantageous 
Even this analjsis has henvever, not usuaDy taken any notice of repercussions 
of tauonabsmg process on the economy of particular countries. I feel that 
m shaping naUonal policies such considerations have great importance, and 
that they tend to emphasize atUl further the difficulties created, m a period 
which is not too short, by any rapid progress in the adopuon of labour saving 
machinery and devees calculated to intcisify labour effort. 
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The foregoing argument must not be taken to mean a pica for an 
embargo on all furllicr advance in technical or machine equipment or on at- 
tempts at impro%'ing tlic efficiency of labour. In tlic ultimate analyst a cate- 
gorical prohibition of this character cannot be in our national interest; and 
such a prohibiUon might prove suicidal from the point of vicav of our in- 
dustries, Our industries compete in the home market and abroad ivith the 
industries of other countries, to a certain extent. They cannot afford, there- 
fore, to remain far behind the technological practice of industry in the world 
as a whole. Further, tliough it is true tliat our low wage level itself prevents 
tlic adoption of certain types of advanced equipment and practices, it has to 
be realised that this is a factor of not very considerable importance in the 
general progress of technology; for, usually the effects of new inventions and 
new dc\'iccs arc so cconomiod as to make their adoption -profitable in spite 
even of a low \vagc Icvcl.^ While admitting the force of these considerations 
I would emphasize die need for paying greater attention to ivhat have usually 
been dismissed by the economists as short term considerations. A short term 
in diis ease may well cover the life of a whole generation, and we cannot be 
neglectful of the catastrophic changes that may be brought about in die life 
of the present generation in considcradon merely of the possible beneficial ef- 
fects to future generations. I believe diat there is enough force in all these 
contendons for die State to attempt a definidon of its policy in diis matter. 
Tlicy would also justify in my opinion a policy of rcguladon in such dirccdons 
as die State can undertake. Tlic State in India lias now deliberately embarked 
upon a policy of protccdon. Such a policy commits the State to a careful 
shaping of die development of forms of economic aedvity in the country. 
There can dius arise no objccdon in principle to die regulation by the State 
of die directions in which, and the pace at which, diesc industrial activities 
should progress. Provided suitable means can be found, the guidance and 
regulation by the State of steps toivards rationalisadon in all industries is 
surely to be welcomed. Today die problem may not, cveiy'ivlicrc, appear im- 
portant, but it tends to grow isith the progre^ of dmc and of industrialisation, 

I must leave the matter at diis stage; for any detailed consideration of die 
various methods of rcguladon, their applicability and practicabilit}', mtH take 
me far beyond the subject of diis series. 
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which aficet simultaneously large numbers of hbourtn In _ 

coniomt action the employer would deal separately with the 
and the failure to come to an agreement regarding condiaoTS of work 
not, in such arcumsunces, be fell simultaneously over a large body of workcs. 
The concentration of economic power in the hands of the mdrtidual on* 
ployer, which is the caence of large-scale emtrpn,<. leads to employees having 
to aet together in order to protect their intcresj adequately, and it is tha that 
gives Its special character to industnaJ dispute in the m^cm world. Onec 
labourers learn to act togethe, such joint action is not necesarJy Imuud to 
workers employed in a single concern Worken similarly situated, whether 
employed by the same concern or not, find it advantageous to act together m 
a vanety ot i^ays. The employers m their turn find it necessary to lay aside, 
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thus tends to become progressively wider with the growth in size and scope 
of the organisations of workers and employen When mdustna! disputes as- 
sume this character their outbreak sometimes involves a complete stoppage m 
the working of parts of the economic system and il the stoppage is in an organ 
that IS vital they threaten to bring the whole system, at times, to a standstill 
It is then no longer possible to look upon these disputes in the same manner as 
the inability of two parlies to an cschan^ to reach a bargain would ordinarily 
be looked upon in the economic sytiem Frequent breakdowns of parts of the 
economic system arc liable to unpovensh a community, and the prevenuoa 
of industrial strife thus assumes an important role in national policy 


The problem of the mamtcnance of industrial peace may tc dealt 
with from two dillerenl points of view In the first instance measures may 
be Uken to narrow the grounds on which difference of opinion can arise 
IVhat I have said in former Icaures regarding the regulaUon of wara aimed 
at this result. It wage payments arc srtemattsed and regulated the pos- 
sfliility of disputes regarding them is rendered tmallcr than if ’they 1^ 
chaotic and settled capriciously It a pceaiblc to deal similarly with all the 



more unportimt of the usual subjects of disputes. For example, a proper sys- 

of recruitment or the adoption of a regular procedure before dismissal 
of an employee can take place, must lead to an improvement in industrial 
relations. Any measure that leads to a feeling of contentment among! the 
working classes and to the creation of a confidence that tliey \verc, as indi- 
riduals and as a class, being dealt witli justly must automatically help the 
furtherance of the cause of industrial peace. This, of course, is the main di- 
rection from which the problem has to be tackled for obtaining a lasting solu- 
tion. But, however great the progress in this direction, there tvill arise occa- 
flons on which a difference of opinion regarding the terms of the bargain tvill 
he evident behveen the two parties. It is the handling of occasions of this char- 
acter with which the machinery and technique of maintaining industrial peace 
is more particularly concerned. 

Prof. Pigou has pointed out tliat disputes arise because of the existence 
of a margin of indetcrminatcncss in the settlement of all exchanges or bar- 
gains.’ ■ If under given conditions there was a fixed point at which alone a par- 
ticular bargain could be settled and if, further, both parties to the bargain 
knew tlic existence of such a point and its exact location, no dispute could 
ansc. In fact, hoivcver, no such definite points exist; and there dway-s arc, 
according to particular circumstances, wdc or narrow limits within which the 
possibility of the settlement of a bargain lies. There is also considerable 
Ignorance on both sides regarding tlie real facts of the situation and also rc- 
prding the strength and disposition of the other party. I have shoivn in a 
former lecture tliat when independent committees of investigation or arbitral 
tnbunals consider the settlement of disputes, the factors tliat they take into 
consideration arc of such general character that their quantitate evaluation 
and weighing presents a difficult problem. In such evaluation the subjective clc- 
aiOTt must necessarily enter to a large degree. The judgement arrived at by com- 
mittees whose composition differs, considerably from each otlier is, therefore, 
liKcly to be A\idc apart even though the data on which they base their con- 
clusions arc identical. If tliis can be said of committees composed of per- 
sons who have no direct interest in a dispute, it is not unnatural that the 
Parues to the dispute, being both interested and being not as accurately or 
tully informed as a committee of investigation would ordinarily be, should 
hold expectations greatly at variance with each other. An outsider, or an 
authority like the State, can in such circumstances help, in a number of 
"'ays, to bring about a better appreciation of tlic situation by the two parties 
to induce into them a reasonable frame of mind. 

Before attempting to discuss tlic methods by -wliich tliis can be done 
and their propriety and efficacy, a few words on tlic peculiar character of tlic 
®tuation in India would not be out of place. Though organised industry in 
’hdia has a comparatively long history, the problem of industrial peace is of 
m^t growth. It is largely a product of the last t^venty-five years. Before 
jhis period joint action on the part of labour %vas almost unluiown. ^VhiIc tiicrc 
^ been during the Jast two decades a considerable growtli of unionbm, its 
'Character is yet peculiar. Looking at the comparative strength of the t%vo 

1 “Economics of Welfaxe,” 3rd Edition. Part III, ChnptA- IV. 
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pajus It o dear that in Indu th*- cnp'oien n't, as a role. cnracasindT 
stronger than labour Tlic mill agents n the Jute industry have kng to 
organued m a strong association Similar is Uie ca*t with the Cotton Textu 
nanufacturtrs in centres like Bombay and Ahmedabad In the smaller «> 
tres of iha industry like Cavmpore, Counbaiore, or Sholapur, crgarusatioM cf 
cmplo^-crs ha%c sprung up in recent jean. The Coal mining inwrests art 
©•ganiscd in a number of separate bodies and in the ncwxr ndustnes Eit 
Cement and Sugar the employers <eem to be ab’e to act, on occasmts, 
even greater cohesion than in the o’der-establ-shed industnes. The orS*®' 
sations of worken seen m eompanson to be very iveak and ineffective. The 
membership of the enplovers’ assotiation u not alwa^-s all'ccmprehtrsat* 
but the number of non members of particular employers* associauons I*’® 
among the constituents m the industry is alHaj-s comparausxly •nafl. Tl-t 
proportion of the members of unions amonpi industrial workers is, on l— 
other hand very mrall Such a dispant) in the strength cf mcmbcnlup te* 
tiveen emp’o^ers and ^vorke!s’ orgamsatiora a, of course, not pccular » 
InrLa but it is certainly more marked in th.s country than elsewhere. 

An unportant charatttratic of ImTian labcroi organisation, which o 
not usually found m other countnts, ts the small extent to whieh the leads’ 
and organisers came from the ranks of actual workers. The explanaucn d 
this phenomenon ts not far to seek The workers m India are largely illitcn« 
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^ One of the causes which has contributed to the slow growth of labour 
organisation in India and the fluctuations in tlie number of their membership 
has been that labour in India is not permanently attached to industry. The 
connection tvith the village of the labourer is a feature tliat the Royal com- 
mission on Indian Labour thought it desirable to conserve. But while it gives 
cei^In strength to tlie individual labourer’s position and affords him some 
relief, it also undoubtedly wealscns tlie strcngtii of the class as a ;vhole. A 
worker not wholly dependent on Ws industrial job is not keenly interested in 
the urban and class organisations; a mass which is composed largely of such 
individuals cannot he expected to be well-knit, and an organisation which 
contains a considerable number of members so situated could not ^vell be 
Strong. All tliis, of course, applies specially to organisations of industrial 
workers and not of such classes as railway employees who contain \vithin 
them a large black-coatcd element. 

Employers of labour in India are w'cll a\vare of the weaknesses of the 
Indian Trade Unions. The line tlicy have so far taken is, therefore, that of 
declining to deal witlr leaders of such unions as exist. It has often been argued 
that eniployeis of labour themselves benefit from the existence of organisation 
amongst labourers. Organised labour, it is said, is easier to deal wth and 
that it is, therefore, in the interests of employers to encourage the building up 
of such organisations. This, hoivcver, is true only if the employers as a class 
take a broad view of the problem counting in all the social implications. From 
the point of view of an individual employer, organisation necessarily means 
an improvement in the bargaining strength of the labourer \vhich would 
result, perhaps, in a permanent increase of the share of proceeds going to him. 
The industry as a whole may profit from such a redistribution which might 
react on the efficiency of the workers and also give them greater confidence 
and self-respect. It is, however, too much to e.xpcct individual employers 
to adopt this point of view. Consequently employers have alwa>'s been keen . 
on preventing the establishment of the right of collective bargaining even at 
the risk sometimes of considerable immediate loss. Such considerations fall 
the category of what Prof. Pigou calls “negative costs.” The employers 
consider it worthwhile to incur even considerable immediate losses if they can 
permanently prevent an inconvenient union from coming into existence. The 
history of the strikes in all the major industries in India shotvs the great re- 
actance of employers to deal tvith leaders of such labour organisations as 
exist, and tvhen forced by circumstances or outside pressure to deal with 
^em they are seen to he anxious to withdraw from tlic position as soon as 
possible. Though few strikes have been undertaken in India specially to 
pbtam recognition for a Union or to establish tlie right of collective bargain- 
these questions have always assumed great importance in all major strikes, 
'vhatever the reason for their commencement. 

, . The problem of the maintenance of industrial peace in India may thus 

^ said to be in its initial stages. In those countries in which strong organisations 
labour with whom employers habitually deal exist already, the problem is 
feudally one of educating and informing public opinion and of putting the 
'VO panics in a icasonablc frame of mind. With us it is one of initially helping 

1133 _ .. . 



a proper ot^anisation of workcn and obtaming for it the nght to baisam ci- 
lecUvcJy, these problems ha« to be solved before w can go on to evoire s 
reasonable ij-stem of uidustnai relations. 


We may also note at th.3 place some of the important features Vr-fai 
may be observe m India in the progress of industrial rebtions and the co5d''Ct 
of strikes These anse chiefly from the peculiantia of trade union organmtM 
to which 1 ha\c rclcrrcd abent. In the fim instance the influence of outs-£ 
leadership must be taken to influence the character of the isues on which off 
flict anscs and the d eg r ee to which resistance is offered Outside leadasb? 
does not ordinarily adopt the restricted pomt of view of a particular onwa cl 
class of worken It is bound to import into the movement the objectives t» 
the soa^d and economic philosophy ^ which it is actuated Thn should ret 
be udien to imply that oidinary trade umon leaden have no philosophy It e 
well known that m mat countnes there are sharp dilTcrtnces of opinion ams? 
trade union leaders on fundamental questions of policy which turn largely a 
the social or economic faith they profess The conduct of umon affaire o sis 
largely influenced by these opinions. 1 would, however, draw a dannccos 
between leaden who are primarily uruon leaden, for whesn the immedJ.c 
interests of the pamcular union which they lead and which, perhaps, they 
helped in budding up and the interest of its individual memben are matten ef 


paramount importance and with whom their creed doo no more than ere®** 
the gen^ policy, and leaden who are pnmanly mterested in a faith • 
phuesophy and its spread and to whom uruorusation of labour is an inoto^ 
and a means to certain ultimate ends. I would further male dear that I * 
cot mean to imply that either the one or other type of leadership fa tupenor * 
^ raerfy to ^w attention to the fact that we have meetly had so far ibe fatw 
type oMcadcrship prominent in our labour movement, and that this rre»- 
M^has unpoTtant consequences on the nature of its development and ^ 
influences, for example the deteir> 
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The latter kind of negative costs seems to be given conaderablc importance to 
by Indian Trade Union Jcadeis, These tendencies and the importance at- 
tached to external negative costs arc accentuated by the fact that unions rarely 
have much cpntinuous day-to-day work, and that times of unrest and dispute 
arc the chief occasions when its leaders come into close contact with the mass 
of labourers. 

The unsettled character of industrial labour has also important conse- 
quences on the course of strikes. This feature of our labour situation may not, 
of course, make labourers more ready to strike. The rural population is driven 
to the cities to work, because of economic necessity, and our workers would not 
more gladly and readily suffer unemployment tlian workers in other countries. 
Once, however, a strike has been started, the consequences of the unstable 
nature of the working population become apparent. For, the almost entire 
absence of union funds, tire paucity of external help that they arc able to ob- 
tain, and the meagre staying power that they possess, force all workers, who 
can, to go back to their villages almost immediately after the commencement 
of a strike. Once a mass of workers has left the city, it svill not return to it 
precipitately. The cost of movement and the uncertainty of obtaining employ- 
ment ^viII tend to keep it away from the work-place for a much longer time 
than if it had stayed on in the industrial centre. This seems to be the main 
reason for the prolonged character of Indian strikes. It \vdll most probably 
be found that ^vhe^e, as in Bombay, the tract from which the bulk of labour 
hails is near at hand and the cost of movement to it is, therefore, low, a con- 
aderablc exodus of the labouring population out of the industrial centre takes 
place and strikes tend to be more drawn out than at other centres. The main 
consequence of this feature is that once a strike begins, it leads to prolonged 
dislocation of the industry and, therefore, to an increase in the cost to the 
community of the industrial dispute. A.s noted above, the influence of out- 
ride leadership also tends largely in the same direction. 

There are no short-cut metliods by which these difficulties of the Indian 
situation can be got over. Fundamentally it is a question of obtaining a more 
literate, more educated, and a more stable labour force capable of throwing 
Up leaders from among itself who wll shape its policies and its philosophies in 
the light of its own peculiar needs and circumstances. All measures which 
tend to create such a class will also lead to the extinction of the large initial 
difficulties with %vhicli we are confronted. 

The methods by means of which it is possible to intervene in industrial 
d’sputes have usually been put into three classes. These are (i) Enquiry, 
(ii) Conciliation, (iii) Arbitration. The order suggests the increasing extent 
of the scope of intervention. A committee of inquiry usually confines itself 
to an investigation into the causes of the dispute, and perhaps also records its 
findings on the issues involved. The use to which reporte of committees can 
he put in the settlement of disputes is mainly of an indirect character. The 
report presents an expert independent review of the situation to the parties, to 
government, and, if published, to the public at large. It has thus an educative 
effect, and its findings may be utilised by government to put indirect pressure 
on either one or both sides to the dispute. ConciUation involves a more direct 
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m the ptog.® ol the *ep»te lie 
mvtsuptton ot eeqeity et ell The condhetoe or the Bo^ ot 
tieed iwt he cipertt in the whject. ntjlhet need they go thoroughly 
nnits involveTmeu mem lunctton o to pd the tteo pomes 

together end to try end read, 0 settlement Hem s^ces ore 

teimedanes, and they are eapeeted to smooth ool the simanon, to tese^ 
understandings, and to create an atmosphere withm uhich it sedl be pc^oie 
to teach an agreement Concihanon may often succeed, but it is not atn-ayo 
and necesmiay elTecnre Arbitration nhether compuhory or vototaiy, team 
m the ordinary count, to a final scttlnncnt of th- dispute, the aibttr^ awara 
IS binding on both the parties. The vcotk ot the arbitral authonty ts, themorc, 
somcsvhat aim to tfiat of an enquiry committee. Twt> differences may, hmv 
ever, be observed in the working of the two types of bodies. The tepor^' * 
committee of enquiry or imestigauon bemg supposed m the mam to be an 
educative or msiruttive document, the committee’s chief concern would be an 
accurate presentation of facts and a just evaluation of arguments. The repert 
of such a committee must aim at cuefuDy argumg out the case m favour oi 
the findings at wh.ch it amves An arbitral authonty is usually spared the 
need of domg this m as elaborate and punctilious a manner in wbch it would 
be necessarily done m the report of a committee On the other hand, wh 2 c 
a committee of enquiry would tend to arme at what would appear to »l to be 
the logical eondusiora ansmg out of ns trvicw of the situaLon, a board of 
arbitnuon must look not only to the logic, but also to the workability of the 
awvd that it presents. The Utter would ordmanJy tend to prefer a solution 
that appeared workable and was satisfactory to both parties than to a soluhon 
that was merely correct. Industrial arbiuauen u essentially * an espedient 
for finding economically a working compromise between two conflicimg clauMi 
neither of which is necessarily unjust or inequitable in itself ’ ’ 


iVc may in this Runner present a theoretical classiiicatory decnption 
of the agencies that work tor uidustnal peace and the roles that they axe es 
pected to play In the world of rcahty the classiBcauon is not alwaj3 clear, 
and one often finds bodies acting m a mamier conaderaWy different from the 
manner m which they would in theory be expected to act The brief analy«o 
presented above may, however, prove helpful m recognising the nature of the 
vanous types of efforts and in perhaps irort clearly vmiaLsmg the reasons tor 
their success or their faffurt. 


Brfim 0,5 war ot igi, ,0 re> onmoon vra, poiO by the state in Inda 
to the prohta ot labour otgatntauoit ot ot labour doputes. When totrards 
the ot that trar the tap.d rao „ the pnee tael led to Ubour diseontent 
and the Erst atleinpls at labour organisatton, u was tound that leaden ot labour 
oreanBoBom were not esm adequately peoteeted in law Thn preltitttnary 
JBculty was only rentoted by the pessmg ot Ote Trade Utnott Ait ot .906 
The cons detahle labour unrest tn the postwar penod led the prtmnaal mV 
et^ents ol Bombay ^d BengJ u, eonsaler the problem ot thi serOement of 
industral deputes. No le-ulanon was. hotvetrer, undertaken as a result ot 
the report ot committees then appomted. The Trade Duputes Act ot tg'O 
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was the first legislative enactment in India to make provision for official inter- 
%’cntion into labour disputes. It provided mainly for the appointment of Courts 
of Enquiry' or Boards of Conciliation. Even before the passing of this Act, 
Committees of Enquiry had been appointed by certain provincial governments 
to enquire into certain big disputes. Since the Act, use of its provisions has 
been made by the various pro%’indal governments in an uneven manner. In 
recent years the only notable instance of a frequent fesort to it rvas the ap- 
pointment of a number of committees of enquiry by the Govenrment of 
Madras during 1937-38. These independent committees of enquiry have at- 
tained varying degrees of success, depending largely on the competence of the 
particular committee to dc.al with the question referred to it, and on the extent 
to wliich governments have exercised pressure on the two parties for obtaining 
an acceptance of the findings of the committee of enquiry. The method of an 
exhaustive investigation by a Committee of Enquiry, is, however, suited only to 
particular ty’pes of major disputes. Almost no use 'vas made by any go^'crn- 
ment of the provisions of the 1929 Act regarding tlic appointment of Boards 
of Conciliation, and the act did not provide for tlic creation of any perrnanent 
body of the usual type to ^vhich a dispute could be referred for arbitration as 
a result of agreement bet^veen both parties. The Royal Comm:ssIon on La- 
bour in India had dratvn special attention to the neglect of conciliation in 
India. This defect tvas sought to be remedied by the Bombay Trade Disputes 
Conciliation Act of I934> and four y'cars later the Government of Bombay a so 
enacted a much more ambitious piece of legislation called the Industrial Dis- 
putes Act. Apart from the amendment of the Trade Disputo Act of I 929 > 
in 1938 neither the central Government nor, any other prowncial Governments 
have undertaken any legislation in tlris behalf. The trvo Bombay Acts, therc- 
lore, constitute the sole experiments in tlic sphere of macliincry for tlie settle- 
ment of industrial disputes in India. It is consequently ncccsary to pay special 
attention to the provisions of tlicsc acts and tlic result of their ivorkmg. 


The Bombay Trade Disputes Conciliation Act of 1934 makes provision 
for the appointment of conciliators and for the reference of a dispute to con- 
ciliation cither on the application of either party or both parUes to the dispute 
or on an application by a Labour Officer or upon the knowledge or infonna- 
fion of the conciliator himself. The Act contemplated ffiat the Commissioner 
of Labour of the Government would be cx-ofJic:o the Chief Conciliator. It 
provided for the appointment of ass'istant conciliators and specid concihators. 
These provisions had been developed so as to provide for conciliafcOT ^hrOTgi 
the services of the permanent officials of the Government Labour Office. This 
« a development which runs parallel to the practice in many other countries 
There is unfortunately no pubHshed account available of the ivorking of the 
Hambay Trade Disputes Conciliation Act. Though the area of operation of 
^hc Act was restricted to the City of Bombay, a large number of disputes were 
mferred to conciliatore under the Act. It is undeistood tliat the large majonty 
the disputes so referred were successfully settled m the conciliation stage. 

“waa Industries and Labour. “Industrial Disputes m India {U-J 

uu 


In ease a dispute was cot settled, the cocdSator sent » report o! the proeecij^ 
to Goveroment, tha s'-as, bowe%xr, cot putlahed. The Act provided for 
appomtnrot of ddegata b\ each partj to the dispute to appear before cs 
conciliatoT, and il any of the pam« vfss divided i-to rrrore groups than csSi 
each of these groups could be reprticrtcd b> a separate delegate or delegates 
So far as B knovra no dJhcullies were espenenced in the working of 
provisions. The Act also provided for the appointment of Labour OlScfft O 
order “to watch the intcreta of werknen with a view to promote hmno'ittM 
rdahota between emp’ei^en and wcrVrvcn and to take tttps to represent tl^ 
gncvances of workmen to employ ett for the purposes of obtaining then' redroi 
Under the Act a Labour OEcer could be appointed as a delegate to represcu 
the workmen. 

An examifiataa of the provisions of the 193^. Act is best made by cero- 
paring them with those of the Bombay Indiistml Deputes Act of 193® 
latter is an ambitious piece of legislation dealing with a large vaneiy of nia*tcis 
Its conadcration raises a number of highly controvei^tal tsues of which 1 
touch upon only a few Perhaps the least disputed of the features of this Ad 
is the central one, of compulsory conohabon. Whenever a dispute arises, it tsw'-* 
under the Act, fiitt be rtfcrTcd to concihabon, and a strike or a lockout cad 
take place otily after the eoirpletioa of co*iciliat.o*i proceedings As a 
of Uls centnl idea, afl strikes or lockouts which are commenced before ccncit> 
lOT proceedinis are completed have bron declared iDeMl. The purpcK 
enaracler of compulsory eoedhatjen is broucht out dearly in the foDewnsS 
1 quotation * ^ 

in ’P*" d.sputw IS to bo sharoly djtirtpn^ 

prohamon cf all open disputes eomhmed with eco- 
Tbe Wf d the^Usbon and atbiirauon irobtutef 

«.ist.retun, mil be utiLsed by 

plrJely of iheir ■ ... ’ ’ ’ , " ' ■ 

re^lition of «] , ' ' ^ 

It t^nl •nd'^MTta^ r^-riMnunices. it has often thoD^* 

lleoeni thronsb the InstiiBboni r ^.-jV*'**!****'^ exhaust the possibilities of 
P«ee before £7 are^SSrf to taU S“I B^mtaining^ uidu-'r^ 

fore coraprehfTjijble thai m tfi* ^ hards, U i» the 

dilation Ld arsSreuon *” 

of thu saw '“** "/e^ te intn«i»cc® 

growth of industrial rdabont wh<rK '■ ^ possible with the natural 

connecbon, does^tTp^;^,";;;'^ ” Great Britain in tiu* 

tached to the consideration, someSes T «« be at 

occasionally deprive one party or the^S ‘^Puhory condhabon 
forcing the issue on the other Latim. “ favourab’s opportunity cl 

Pf temporary advantages, “If”, 

— ^ » PQ d isservcee to the cause of labour 
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or of the community if strikes as well as lockouts based on considerations of a 
fleeting advantage are discouraged. The discouragement of the ps)’chology 
of war is highly desirable equally with all spheres of human relations, in the 
secernent of bargains under any established s)'stem between labour and capital. 

The Conimissioncr of Labour remains the Cliief Conciliator under the 
1938 Act, and as under tlic previous legislation, the main work of conciliation 
is expected to be carried out by officers of the Labour Office of the Government 
The Act provides, in addition, for the constitution of Boards of Conciliation by 
the Provincial Government to deal with particular disputes. These Boards 
shall consist of a Chairman and an equal number of mcmbcis selected by Gov- 
ernment from persons representing the interests of employers and employees 
respectively. There appears to be here some possibility for a confusion of ideas 
and of the development of the system in undesirable channels. I shall, there- 
fore, treat the problem involved at some length. For purposes of clarification 
we may consider as types of the tw'o different kinds of approach, firstly, the 
activities of the Ministry of Labour in England, and secondly, the ■cvorldng of 
the Boards of Conciliation and Investigation of Canada. The work of the Min- 
istry of Labour is largely influenced by the principles of informality and 
privacy. The Ministry maintains a special department for this purpose of con- 
ciliation. “The work of this Department is purposely unobtrusive, its object 
being to facilitate meeting and eventual agreement between the parties at 
variance, and not in any way to appear in the guise of quasi-arbitrators.”® 
Regarding the procedure follo^vcd by the Department, there is, again, no hard 
and fast rule. “The method of intervention may range from an informal con- 
versation or interview wth the interested parties, leading up possibly to a 
resumption of negotiations bet^veen them, to difficult negotiations extending 
over a considerable period.”^ There are no reports published regarding the 
■ successful or unsuccessful negotiations in conciliation conducted by tire Min- 
istry of Labour. The Canadian Boards on the other hand arc ad hoc bodies 
created to deal wth particular disputes. It is their duty to endeavour to bring 
about a settlement of the dispute; but they are not inerely conciliation boards, 
they arc boards of investigation as well. As such they have to enquire ex- 
peditiously but carefully into the dispute and all matters affecting the merits 
thereof and the right settlement thereof.” The reports of the Boards of 
ConcUiation and Investigation arc published regularly in the Labour Gazette. 
The one method, it will be seen, is of pure concHiation and is, therefore, private 
and informal; into the other arc imported elements of a committee of enquiry. 

The Bombay Trade Disputes Conciliation Act of 1934 seems to have 
been. largely built on the English model. The practice of the Labour Office 
- under the Act was also, it is understood, largely of that type. It is obvious that 
ffiis type is eminently suited to conciliation work to be undertaken by perma- 
nent officials of a Government department. The informal intervention of an 
experienced and trusted public official may be of comiderabic use. But if of- 
ficials acted publicly and in a quasi-arbitrator s capacity they arc sure, in course 
of time, , to be accused of bias, and the value of their good offices is bound to 
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J cp.^ » on ^ Act, 

^-lW betw-ten capital and labour See. 3« 14) ®‘ louusu r 
tot to nn»n ol .«d. condkttton pocccdmp 
Lri W Gotmmmt. Pratttton to eu^putoty pubtoutn mte to 
- to oT^ 

. Tb' pc«pon wotild not pet 

, . , ... . coermcd to a bent recital of 

the facta and to actual procecdtnip. Unlortoitatcly hottcaxr, to foto a 
»luch to eceietliator or Boarda of Coactotiai. lubntt toir repofl •ecim to 
devdeping in a ditectioit vkich ta not aa-ananled by to ptttvaima of to raP 

/ . In leapeet of to report of to eotl- 

• . • Such report titan let forth to step 

. 1 • aoociliator as the case may be, for uK 

puipoee of ascertaining the facts and ciroonrtarcts relating to the dispti^aO" 
the reasons on account of which, in ha opinion, a scttloncnt could not M af- 
nved at." Regarding the report of the Board oT CondliaDon U lo« 
bnefl> 'On the coneJuaon of the proctedingi before the Board, tw 
Board shall, whether a letUorent is armed at or not, send a report of the 
Procecdlnss to the Provincul Goverment." INTiai I want to enphasiee is that 
the Act nowhere asla for the findtriQ of a ConesBator or a Board of ConeSu* 
Lon One may contrast these provinons with these contained in the Canadian 
Act This Act bsa down that the report of the Board “shall set forth ih' 
vanous proceedings and steps taken by the Board for the purp ose of fuHy and 
carefully ascfllaming aB the facts and orcunataxica, and yhall also set forth 
••ich facts and arctunstances and i3 findings therefrom, including the cause of 
the ispatc and the Board s recomncndaticn for the *<tiletncnt of the dispute 
according to the mens and mbstantial justice of the case." In spite, bowestr, 
of the dear wording of the Bombay A^ CcndLatois and Boards of Conalb- 
Uon ha>e m reports relating to recent deputes included elaborately argued 
findings and recorarocndatiom for the settlement of the dispute, and these b3\x 
been, m the puW c, talked of as awards. It u, m my opuuon, \Tfy necessary 
to guard against the implied coofuson of thought and the imsdirection of the 
TOd^ery of condhatitn. 1 am Txalmg at length on this r-attcr beouse 
I W rhir ir U- r<^ U - t f , . T t. -I 


o I nuiicn UDuer cispuic 
r- \ -J ey-f r~4 „ 


® *** *bc same obiection against ed hoc pub* 

. 1 ' ! ’ y, ^ ‘ in that case they 

^ 1 ^ I *"* ' ' t enquiry, and they 

1*1 -1-^ Penoia whose 

semcra may pro%-c meful as conoIUton are rot necessarily competent to sveigh 
carefi^y economic facts and gn-c a just finding m an mdustnal iisnute. The 
proced^ of an ^quiry must also be difficult and i» ivork more elaborate 
than that of conciliation proecedmgs. Hasty findmgs by not fuHy competent 
persons may serve to create a prejudice against the machmciy for coacmatioa 



itself. I, tlicrcforcj fed it neccssar)* that Boards of Conciliation should not go 
beyond their proper spheres of work and to try and function as boards of 
investigations. 


Even in Canada it should be noted that the success of the working of 
the Act is, it is said, attributable in large part to subordination of the compul- 
sory pro\Tsions of tlie Act and an emphasis on the technique of conciliation. 

read: “Analj'sis of these successes reveals an administrative policy of 
reliance upon the conciliatory rather than the compulsory procedures authorized 
by the Act. Formally the Act provides penalties upon employers and em- 
ployees for declaring lockouts or strikes or establishing protested changes in 
wages or conditions before a board has investigated and reported upon the dis- 
pute. Formally, too, the reports submitted by boards may become instruments 
for bringing the restraints of public opinion to bear upon the parties to disputes. 
Actually tlie administrators of the Act have never invoked the penalty clauses 
against citlicr employers or employees guilty of violations, nor have they 
actively sought to organize public opinion in any specific situation.”® 


Tlic Bombay Industrial Disputes Act 1938 provided also for the creation 
of an Industrial Court and tlius provides for the first time some permanent 
official machinery in India for arbitration beUveen tire two parties. Any refer- 
ence to arbitration in India must necessarily lead to a discussion of the experi- 
ence of tlic Cotton Tc.xtile industry in Ahmedabad; and I may at tliis stage offer 
a few remarks on the organisation and working of the Ahmedabad Textile La- 
bour Association. This labour organisation is in many ^\’ays unique in India. 
It has a continuous Iiistory of nearly uventy-fivc years, during which its mem- 
bership has mostly gro^vn and its strengffi consolidated till ^it now easily takes 
the first place among unions of industrial workers in India. Its experience 
should, therefore, throw considerable light on tlie problem of labour organi- 
sation and the settlement of labour disputes. The working of tlie Ahmedabad 
Textile Union reveals characteristics which are essentially those of a British 
trade union. Its form is federal, as it is composed of a number of departmental 
unions, but this feature seems to have little influence on the actual working of 
the union. The union is recognised by the employers and is in constant touch 
'rith them. One of its important functions is dealing wth the grievances^ of 
individual workmen, and it maintains a large staff for regktering complainte 
and investigating them. It conducts activities of a diverse character— medical, 
educational, and recreational— for its members, and has also sponsored cciUm 
co-operative schemes such as those of co-operative housing among them. The 
great peculiarity, however, for which it has been often singled out is its scheme 
of compulsory arbitration. Before discussing this it is necesa^ to point out 
that the position of all Ahmedabad Textile Labour .^ociation is m m^y 

'vays ver>- exceptional in the world of Indian labour. In the first place, as 

the Royd Commi^ion on Labour in India observ^, ‘^edabad is ahnost 
unique among the industrial centres of India in Aat the employee jmd the 
larger proportion of the work people belong to the same par^ of India, and 
share not only the same religion but the same mother ton^c. Not imough 
emphasis is laid in conside ring the problem of mdustnal relations in India on 

SSelekimm, "Law and Labour Kdations in Canada,” p. 44. 
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the Mcroices ol race, culture, or lansmse «hich separates in inort ^ 

« 5 Z^rcmplo>« and the employee class But th^ constoh^ g 
very important as they lead to an estrangemait and to a lack ° 
ti^ the ti.0 parue which create coiitiiwous dinkuluo m the ^ 

dement of disputes The lady who haa been all along the 
Ahrocdabad Tadic Ubour Assoaaten is a sister of one of the l»ding an 
one of the most progressisc rrulloiv-nen in Ahmcdabad, and many of in 
jcoahon-s early sponson and leaders came from the same social class a iw 
leaders of the industry These facts base great mnucncc on the 
relaUons of the union wth employers, and they lead to the txacx el social 
influences and social controls which are, unfortunately, lacking in other cc^ 
tres The weight to be attached to these consKicrations n significantly hrougbl 
about when one compares the altitude of an Ahmcflabad mdl agent or manager 
to labour leaden wth the corresponding attitude of persons of the «amc 
and similar pcQUon at, say, Sholapur Secondly, it should be observed that 
funds were aiaiiaWe from eatemal sources to the Union at Ahmedabad fton 
almost the start, which enabled tt to undertake many useful activities for its 
fnemben These included interest "imounting to ncaily Rs 15 thousand on 
the collection from among miflowncrs of the Tilak Swaraj Timd which ti each 
year given by the committee controlling the fund to die Association for educa- 
tional activities among isorketx Thirdly, the Associaiion was able to obtain 
recognition early, and all the imiial difficulties of coDeeung membership fw*r 
etc, were saved tor it by the practice, continued for many years, of tlte em- 
ployers deducting from their wage the fee duo of members of the Association 
and handing o%«r the collection to the Association In spite of these advantages 
the Assoaauon was not able till recent years to tsen its inniicnee greatly in the 
prompt detecuon and redress of the individual grievances of workers. It is said 
on good grounds that the malpractices sought to be stopped by the Payment of 
^Yases Act were always prevalent to a greater extent m Ahmedabad than any 
other Centre of industry, and that workers in this centre profited more by the 
paajig of this legislauon than Uiose in any other cenUe. In addiUon it should 
be remembered that the growth of the Asoaation has coinaded wth a penod 
of almost continuous prosperity for the industry in Ahmedabad The amounts 
that ha>e been secured during the last twenty years by mill agents in Ahmedabad 
merely by ivay of agency conunuston are very lUummaung in this connection- 
1 have brought these facts out because they «cem to me to explain more ade- 
quately the success of the Association than any pecuhanly of method that I 
have been able to observe m the vrorking of the Association 

This, hwever. u not to belitUe that success. Gwen the fa%ourablc cir- 
juii^ncc? .Odtjia-.wa-.inail.oj^jIamiJy-ilaubs oi'u^^ Assooation to organise 
wrkere on ^p« union lines and to consolidate their strength nrogressii’cly 
^c> have also ^ very discreet and conservative in the use of Uiis nrength 
It u y^ong m b^eve tot. bcai« rf to exmence of arbitration madunerj in 



must be admitted, on tlic other hand, tliat the employers, while, it is alleged, 
dd.ying the settlement of grievances as long as possible and allowing the 
arbitration macliincry to work only at a very slow pace, have also always shrunk 
at the last moment from precipitating an open dispute. It is this attitude on the 
part of tlic two Associations rather than any peculiarity of the constitution or 
working of tlic arbitral machincr)' that has saved Ahmedabad from conflicts 
costly to both sides. It is difficult to say to what extent tlic arbitral machinery 
continues to function today. There appears to have been at least tivo serious 
brcaclics in it in recent years. One was when the Textile Labour Association 
insisted that the claim for an increase in wages made by it in 1937 should be 
axamined not by the arbitral machinery but by tlic Textile Labour Committee 
appointed by Government. The other, and ivhat seemed to be an irreparable 
breach, was when tlic Textile Labour Association recently gave notice of cliangc 
to the employers under tlic Industrial Disputes Act, demanding a war alloivancc. 
The essential merits of an internal S)-stcm of arbitration arc supposed to be 
that it works more smoodily and expeditiously than the official machinery and 
thus dispenses ivitli the use of official help. A machinery which breaks doivn 
the moment tliat there becomes available an alternative official machinery 
cannot have been very strongly built. The Ahmedabad experience seems to me 
to emphasise the need for cultivating patience and discretion and a strong desire 
to avoid open conflict on the part of leaders of Indian labour. In the best of 
twcumstanccs, these qualities arc essential to the building and consolidating of 
a proper organisation of labourers. They arc required all tlic more where circum- 
stances, as in India generally, arc not so favourable. Ahmedabad experience 
docs not, however, provide any successful models of devices or of machinery of 
dealing witli industrial disputes which could be recommended for being copied 
by other centres. 

The Bombay Industrial Disputes Act creates a Court of Industrial 
Arbitration in order to decide industrial disputes referred to it. As the Royal 
Commission pointed out, a permanent tribunal has the advantages that it 
<diminatcs delay ivhich is necessarily involved in constituting ad hoc bodies, and 
jhat it will by experience acquire intimacy with industrial questions and facility 
dealing ivith them. The questions ivith which tlic industrial court will deal 
'vill be mostly those ivhich arc submitted to it by a ivritten agreement between 
employer and a registered union. Arbitration is thus entirely voluntary; 
official machinery is merely available to those who would avail themselves of 
The main difficulty in voluntary arbitration is that of persuading tire parties 
*0 agree to submit the dispute to arbitration. The habit of referring disputes 
to arbitration can only grow slowly, its growth depending on the pressure of 
public opinion, on the character of the leadership of both parties and the cx- 
Perience gained of the functioning of arbitral machinery. In this respect one 
°bvious drawback of the constitution of the Industrial Court established by the 
Bombay Act is that it will be composed entirely of persons with only judicial 
tiainmg and experience. The foregoing discussion will have made clear how 
fu* a training is by itecif insufficient to enable a person to decide upon an 
industrial dispute. Furtlicr, in so far as members of the judiciary have normally 
^conservative turn of niind, the Industrial Court created by the Bombay Act 
fail to command the confidence of workers. 
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It is difficult to discover the logic behind these somewhat complicated 
provisioiiE, and it is difficult to see also »'hy they %vcrc thought to be necessary. 
In tlic first instance one cannot understand why any differentiation should be 
made by legislation in tire treatment accorded to unions recognised by em- 
ployers and to those not so recognised. If the principle is accepted ffiat a 
union whose members form a majority of the persons affected by a dispute 
shall be held to represent workers in that dispute, so long as the union is a 
bona-fide workers’ organisation registered under tlie Trade Unions Act, non- 
recognition of the Union by the employer or association of employers should 
certainly be no bar against the union enjo^ang its legal rights. A novel and 
an unwholesome principle is introduced in law ^vhen the grant of rights to a 
union is made dependent on tire favour of tire employer. Even if this docs 
not encourage the fonnation of company unions, it is bound to give the em- 
ployer a pull Y.iicn the matter rests between Uvo competing unions. It can- 
not be in tire interests of labour organisation tiiat such a situation should arise. 
It is again difficult to see why a representative union should be given the sole 
right of representing tire workers when tire majoritt' of workers concerned in 
the particular dispute arc not members of that union. This is ccrtaiirly not 
democratic practice. It may ^vcll happen that in a centre of industry a few 
units lie outside the influence of a particular union. The representative union 
"■tH yet be the sole party in disputes in these units if only it manages to get 
u single member from these units in its fold. In this connection tire occupa- 
rional structure adopted for unions in the Act is also significant. The Regis- 
trar’s powers to declare occupatioirs and areas might ^'>’eIl be used in certain 
cases to give a union tire status of a representative union artificially and vice 
Versa. The provisions are tirus not only illogical, but tlicy lend tiiemsclvcs, 
under given conditions, to manipulations by tire party in power. It is further 
difficult to understand why the act insists that all the representatives of workers 
must be selected from among themselves. If the workers so choose, ffiey should 
certainly be allowed to elect among their representatives some outsiders. The 
provision docs not only hit the orgarusers of non-registcred and non-repre- 
sentative unions, but also harms the interests of the ^vorkc^s themselves. For, 
it is obvious that the representatives of workers ^vhen chosen entirely from 
^ong themselves ■svill not al^va)■s contain persons able to argue and expound 
the case of the workers. It may ^veII be that in the majority of eases such per- 
^us will be found -wanting among the representatives. It should be noted that 
^934 Act had laid no such restrictions on the character of the delegates ap- 
pointed by workers to represent them, and that, in fact, non-^vorker leaders 
Bombay Unions were habitually sent as delegates before the conciliator. 

The provisions of this chapter of the Act are thus illogical in concep- 
rion and are likely to prove retrograde in their effect on umon organisation. 

arc also unnecessary. We may cite for the purpose the parallel of the 
Pmetice under the IVagner Act. The National Labour Relations Act (U. S. A.) 
f^blished the right of employees to self-organisation and to Bargmn col- 
ketivdy through representatives of their o^vn choosing. It naturally followed 
""at the Act had to provide for the determination of workers’ representatives. 

S. A. the condition of labour organisations is largely ui^ttlcd. There 
company unions and also rival bodies of ordinary unions. The Act, there- 
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fore, rclert to no unions or organitations bat adopts the safe and * 
majonty rule. It lap dois-n, Reprcscnlattves designated or selected w tae 
purpose by a majonty ol the emplotjecs in a unit appropriate for such put 
poses, shall be the cxdusnc representamo of all the employees m such umt 
for the purpcscs of collccti« bargaining m respect of rates of pay, tvages, hoOT 
of employment or other conditions of emplo^cnt. Provided that any tncE- 
vidual employee or group of employees shall liavc the right at any time W 
present gncv-ances to their employ er ** Such a provis on applied umfonnly 
m all cases provides really just treatment to all concerned Thu provision B 
administered by the Nationd Labour RelatioiB Board, and an elaborate set el 
rules has now spning up for the conduct of elections and the determination 
of representatives. The Board has, in the course of adnunutenng these pnm 
sons, to settle representation contioveracs between nval unions, hut it scitlis 
the issue for each particular case and no permanent monopoly of rcprescniatioii 
u given to any particular orgamsaUon. The Wagner Act or the Board also 
does not countenance the undemocratic principle embodied m the Bombay Act 
that there can at a time be only one rcgotcred utuon in one area and occupatioa- 
The mediod adopted by the N L. R. A u reported not only to be 
woilang well, but also to help the growth of unionisation The method b 
simple logical and fair, and seems to be the only one suitable to India under 
pre^t condiuona.’* 


Another peculiar feature of the Industrial Daputes Act u that it nuAe* 
no difference between individual disputes and group or eoUcctive disputes, 
w ¥ “ howcei, nectary and o commonly made 
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supemsoty and the matiagenal staff^ I*' “ “ k' 

institution of speoa] machraerv to appeals that the 
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LECTURE VI 


THE STANDARD OF LIVING 

I SHALi. now turn to a consideration of the low standard of Imng that 
admittedly prevails amongn our workcra, and the problems of soaal and stale 
policy created by it Before doing this, however, it is necessary to pay some 
attention to the view that has gamed ground in economic thought, in recent 
yean, that problems relatmg to welfare such as those arising out of cons dera 
tions of standards of living do not faB within the scope of the economist. A 
few observauons are called for on tha issue in order to ind cate the point of 
View I ha\e adopted in a consideration of these quesuons 

An cxanunation of questions of productive organ.sation, it is said, m 
vnhc the use only of facts wcll'cstablishcd by science and technology, ques- 
tions of welfare, on the other hand, arc concerned wnh the satisfaction of mdi 
wdual wants about which equally valid statement cannot be made But the 


mteraependwt ^ Ihc problem of the supply of labour may be presumed to 
, * • iven quan 

' • • • • e distnbu* 

• operating 

S atalcd that tha taalas 
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housing of the urban middle classes showed a distinct improvement. The build- 
ing activity and the improvement may be attributed largely to the improve- 
ment in tlic economic condition of the salariat and the fbced-money income 
class due to the phenomenal fall in the cost of living. Little improvement, how- 
ever, took place in the housing accommodation available to the poorer classes 
and tlic workers in cities. I do not %vant to enter into any complicated anal>-sis, 
but it is obv'ions that had the trends in distribution of wealth been different, 
the whole organisation of building activity might have been differently oriented 
and this might ^vcl! have affected the technical development in the building 
arts and the values of urban land-sites. Once it is admitted that the existing 
distribution of ^v•calth in any community is the result largely of political and 
-social influences, it follo\vs that the same forces also control indirectly the 
structure and aims of productive organisation. Whether human ingenuity will 
be spent more on the perfection of armaments or on that of agricultural imple- 
ments, whether chemical research \vill be directed chiefly towards the produc- 
tion of higher explosives or better fertilisers, all depend on factors other than 
purely economic. It is then a meaningless distinction %vhich is sought to be 
drawn between problcm.s of the organisation of production and those of the 
distnbution of ■wealth. 

Apart from the difRculty of treating of problems of production as being 
disdnet from the rest of social and economic life, there is another reason why 
'VC must pay attention to problems such as those of the standard of living. 

has been pointed out above, the standard of living of workers itself greatly 
affects their efficiency at ■work. The efficiency of labour is an important factor 
m the determination of efficiency of the whole productive organisation. The 
problem of the standard of living is thus related not only to questions of dis- 
tribution, but also to those of production. I shall examine only one aspect 
cf this question, that rclatinc: to the consumption of food. The hunrian body 
has been likened to “a machine in perpetual process of renewal. ^ It is chiefly 
the food tliat man consumes that repairs the effects of the various types of 
"’ear and tear of the human body. The science of nutrition has of recent years 
made grc,it advance, and it is today possible to indicate in great detail the^ ef- 
fects of the strains and stresses to which man is daily subjected and the various 
constituents of foods together with their quantities that it is necessary to consume 
m Order to maintain the body in a proper state of repair. The nutritmn ex- 
pert now indicates not only in a ccncral manner tvliat and how much men 
cat, but determines scientifically the proper requirements— qualitative 
quantitative — of food according to the age and sex of the person and also 
according to the climate in which he lives and the occupation in which he is 
^"'laged. Nutritional science thus affords us data regarding the appropnate 
food consumption of all types of workers; and defines in terms of ffie standards 
mts up states of mal-nutrition, mal-nourishmcnt. and under-nounshment from 
various dacses of society arc found to suffer. A state of under-nounsh- 
will as clearly affect the efficiency of workers as want of proper repairs 
• 7'=cts the productive capacity of mechanical equipment; and from the point , 

?; 'dew of society it is equally uneconomic to let the onc ^ork at a nomt bc- 
Par as the other In a society which is based on individualistic enter- 
it ^vi^, however, be nobody’s business to look after the proper usage and 
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prtptt rttpatf of the human raourco of soa«> The mechanical equipmsai 
a owned entirdy by the enttepitneur, and be wiU tend to repair it, renew r:, 
or soap It, loobng to ninent ccsts of repair renc%*al, or replacenent 
and the produeme capacity of the machines m the different states. In a stave- 
economy labour would tend to be loolccd after in the same fashion. If slaves 
are cheap they would tend to be worked hard and exhausted m a few yean 
tunc, if dear, they might be maintained at a much higher standard of 'vdl 
bemg than that of free labour today Under a free labour economy the ca 
trtprencur does not bear any of the ccets of miang and keeping in rtpaj tic 
supply cJ labour There is no evidence again to suppose that current Icicb of 
wages mlluence ui any way the total supply of labour A whole complex of 
factors— political, social, and ecoiujtnic — dctcraunc at any point of time and in 
any soacty the supply of labour available in such broad categories— as Ac 
skilled, scmi-^Hed, unskilled, etc. Varution in wage Iciels may affect At 
distribution of supply as between particular occupations within these brtad 
categories, but Ac total supply m the categories Acmselves changes only slowly 
in accordance wiA Jong term social and economic trends and is not mfluerced 
by current levels of wage In Acse cmaimstarices, Ac entrepreneur can ha« 
no interest m wnsidcnng Ac long term effccB of wage poliaea. He takes 
the econoCTLc back ground for granted, and follows a pobey appropriate to 
immediate needs and conAuoia. *■ t ce c 


however, cannot treat of A« problon wiA Ac same attitude cf 
r ««n « the «nct economic sense by a wastt* 
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Aat Sute expenAture K>^ they are all aertcd 

undertake this expenditure nobody ‘hat if Ac State did not 

me that once tius^^" to provide for ,t It seems « 

other kinds of soaaj expenditure. “,^.1“ ^'^‘tunatdy extended to many 
weffarc If he, however, admits that a twnomist may eschew Ac word 
^^lercnce exists between Ae Aort term 



cmpWr cwoforL ^ f ^ f Jabour, that the Individual 

f to adopt the long-tcnn point of vletv 

snd that m fuch circumstances it is a social rcsponsibiBty to undertake ev’ 
^nimre which can be shotvaa to yield a return in th.foZo^ Z 

vWlv ^ 

'consideration of the actual existing standard of 
India. In thi.c matter there arc considerable data avail- 
k n f of industrial svorkcre in the province of Bombay. It 
',mn° Jotcntion to rcprotlucc or summarise any of this information. " The 
prcssion gathered from a study of the data is, however, clear. It is one of 
tc great poverty of our workers, of the extremely overcrowded and un- 
)gicnic conditions of their homes, the lack of privacy and ordinary family 
' ^ t c great paucity of educational, medical, or recreational facilities; their 
ronic state of indebtedness and the slender margin of their staying power; 

nioncy incomes and the poor quality and insufficient quantity of 
^ consume. Proofs of these impressions can be found in each 

cue of the studies of working class family budgets that have been published so 
ar in India. We h.ivc, it is true, no studies mc.isuring the extent of under- 
our^hment, nor arc there any studies of the varying efficiencies of workers 
corrdated with their states of nourishment and health. I h.avc already referred 
^ die rcsiilts of investigations conducted by the chief Inspector of Factories, 
ombay, into the effects on efficiency of the installation of air-conditioning 
pants. Apart from such directly measurable phenomena no investigations 
aye been conducted into what may be called the long-term effects of the con- 
^lons of ri\*ing on efficiency. It is generally admitted, for example, that the 
' of *bc prevalence of a disease like malaria is very' injurious to the health 
and efficiency' of workers, and that sickness accounts for tJic loss of many work- 
“'g days in India. Yet we possess almost no statistical information on such 
tatters. With regard specifically to nutrition, the little research work so far 
earned out all goes to prove that large masses of our workers have an insuf- 
icicnt diet when measured not only by the international standards adopted by 
anipcan countries, but by even the much lower tentative norms adopted by 
l^utntional experts in India. The st.andard of living of our ^vorkers is thus so 
that it may be presumed that anything that is done towards raising it ivill 
, , '"'^dected, in the long term, in increased efficiency. An indirect proof of 
® may be indicated. It is that the efficiency of the workers is reported to be 
'gh wherever they arc specially well paid. When one compares different 
centres of an industrv, the efficiency of workers is seen to vary usually wth 
Jhc level of wages paid to them. Not only is this so as a static fact, but %vhen 
^ centre the level of wages is gradually increased the level of efficiency is also 
^ported to increase. The most notable instance of this phenomenon is the 
centre of Ahmedabad. Twenty-five years ago the level of wages in this 
centre was lower than in Bombay, and the Ahmedabad worker was, at the 
'We, not supposed to be as skilful as his prototype in Bombay. During this 
Penod, however, Ahmedabad wages first caught up wth those in Bombay and 
passed them; so that today they arc distinctly on a higher level. Even 
e Ahmedabad millowncrs admit that the efficiency of their workers has 
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also increased dunng there iTais, and the Bombay mnimvncrs allege that It 
has so far increased that c\en vath the hitter rata the labour costs per 1,000 
spindia or 100 looms m Ahmedabad ts lower the eontspondiag figure 
m Bombay 


I will then praumc that in India all that could be done to ruse the 
very low standard of living of the worVor will be worth doing e\cn from the 
purely economic point of view We ate next confronted wnth the quetwa 
of the rnethods by which it would be possible to raise the standard of Hvuig 
and Je Iimitauons on the extent of such action The pnnapal ways m tvhich 
, action regarding the wage paid by th- 

indirect help given by the state or society to raise the 
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Except,' however, those who arc in the lowcsMvagc categories. The w'agc rates 
of these categories of workers even in the better wage-paying establishments 
are usually so low that the minimum wage fixation machinery tvill have to 
treat them in a special manner. It will not be enough in their case to fix tire 
wage only at a fair average of all the establislimcnts, but to attempt to raise 
tire general level itself of tlreir rvage rates. In riew of the conditions of living 
in industrial cities of these classes of labourers, such an effort on the part of 
the regulating authority will be fully justified. I am referring to such classes 
as srveepers, miscellaneous coolies, and unskilled helpers in the industrial pro- 
cesses. I have already commented on the reasons rvhy the level of wages of 
these classes is today specially depressed. Tlris level is not likely to be raised 
except as a result of a special effort on the part of the regulating authority. 
There is no reason to fear any special effect on the empIo^TOent of these classes 
on account of the raising of the level of their wages. The wages paid to them 
do not constitute a large part of the total wage-bill of an industrial concern. 
And the employer as a rule is concerned with the total ivage bill and not so 
much with particular parts of it. No displacement of this class of unskilled 
labour is likely to come about just because of some increase in their wage lev'el. 
Further, as Ave have seen, if labour-saving dericcs become posible or come into 
vogue such displacement is not likely to be avoided by keeping the ^vage at a 
low level. The extent to %vhich an increase in tlic wage level of the lowest-paid 
categories is necessary or possible will depend on the particular circumstances 
of the industry. An immediate effort of the same magnitude %viU not be 
possible in each case. This is another reason why I do not feel that it ^vUl be 
either practicable or useful to fix immediately a figure belo^v which no wage 
in industry shall be paid. The regulatory authorities %vi]l no doubt tend to 
be influenced by each other’.s actions; and a certain uniformity m levels of 
'vages of the main categories svill be attained in course of time. _ But it ^ 
essentially desirable in a country like India that a considerable latitude be ielt 
to the action of regulatory authorities. The attempt to impose any artifiaal 
uniformity when conditions of svorking, employment, and profit of the 
different industries arc so diverse, wll merely result in full advantage not 
being taken of opportunities for increase where they really exist. 


Apart from those classes of workcre who receive the lowest 'vages to ay, 
regulation of wages cannot be expected immediate y to o muc i m 
'vorkers in general than bring up tlic rates in the low-paying units to a 
average. Any later effort towards increasing the money ''’"f ' 
various classes of workers can also be undertaken only slowly. 
fberefore, look to other means than those of trying to mcrea^ livinff of 
for bringmg about a material improvement m the standard of living of 

workers. 


The other method is that of effort on the part of f S 
co^ideration of this part of the subject by a coup c 
)vrittcn years ago by that acute mar^nalist, Phillip _ ic . 

“ entitled, “The distinction between namings and income and bertvee 
"minimum wage and a decen t maintenance.* - Wickstced ivnte . 

® “The Industrial Unrest and the Living Wage, lOlL 
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of a human life ha^e ns so many of us have at pt««cns, 
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proper The remaining action must be taken W a IsrS* 

be borne by the body of atueia in general There ° the 

variety ot ways m which the State can »ncrea« standaw oi u ^ ^ 

workers. The meat direct way would obvtoualy be to aaa ^ 

money payment to the money wage of die worker »-S ’ 

that IS nowhere advocated or adopted Its cost in relation to necessarily 
be too high there would again be ro guarantee that this hdp "fo'* ^ 

be obtained by tliose whose needs were the greatest, or that U w ^.k^ds 

ked in the most suitable manner In eonpdenng the a^ an . j. ijat 

special action for raismg the standard of living »t must be ^.kich rt * 
the determination ot the extent of the help and of the methods ^ 
to be tendered to the worker would take place on lines very di e ^ 
those of the detennination of wages. The wage is dependent mai y 
effort put forward by the worker and his service to industry, tt 
litdc to do with ha mdividual needs or standard of bving Social actio 
aims at increasing the standard of Imng must, on the contrary, a ^ ■ 

different entena. Social expenditure, in this behalf, must, if it is to be 
mically administered, attempt to give help to tht« who meet need it 
render the help m a manner that a most eflcctive in raaing 
of hvmg of the worker and his eDiciency It u not, of course, possible ^ 
action which coven large mases of vNorkers to look minutely to inoi 
requirements Therefore State acUon instead of acting directly on 
whole income of each uidividual acts usually on separate aspects of the stan 
of living of workers and caters for spcofic needs in each of these jjt 

is in tha manner possible to provide dtrcclly for the needs most ^ 

and socially most desirable to be supplied This docs not, of course, ^ 
even direct payments m money Only these would not be general pa)^ ^ 
but would be paid only to persons in circumstances where money payinen 
the meet appropnatc form of hdp Examples of such money paymen 
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afforded by outdoor poor relief, did age pensions, family allowances and racii 
benefits or payments under certam types of insurances. 

. .Apart from these money payments, it is usually found disirable to 
^der help in the form of the supply of commodities or sendees to persons 
in givra circumstances under certain conditions. We shall indicate, in brief, 
the cliicF directions in which such sendees arc rendered by modern States in 
modem countries and the suitability and the practicability of the applications 
of the particular methods to conditions in India. One of the sendees for which 
the State everywhere accepts the widest responsibility is education. The sup- 
ply of educational facilities is usually not a directly paying proposition; on the 
othtt hand, the extent of tlic spread of educational facilities has undoubtedly 
an important effect on tlie efficiency of workers. The part played by the 
educational system of Germany in tlte industrial development of tliat country 
during the igth century is \vcll-known and has often been commented upon fay 
economists. Mere literacy may not, however, bring about much difference 
m the technical competence of a worker in industry. Literacy, however, is 
not the end but a means, and it certainly makes a great difference in the 
educability of the worker. It is possible to deal with a body of literate workers 
-by means of \vrittcn instruction. It would also be much easier to explain to 
a literate worker tlic details of technical processes or the manner of piece-rate 
calculations than to one who rvas not literate. Literacy would thus materially 
fielp not only in the acquisition of simple technical knowledge, but also in a 
proper understanding of calculations regarding wages, and tlius enable the 
: worker to see that he gets a fair deal. It is not necessary to labour the point. 
An extensive spread of the system of general and technical education wluch 
Was free ' and could be ^vidcly availed of is an essential responsibility of the 
state. The existence of such a system must result in the improvement of the 
quality of our workers and must thus affect their efficiency. 

' The second question to be considered is that regarding the nutrition 
of workers. As has been pointed out above, the food that a worker consumes 
depends very largely on his income, and there is little that the State can do 
to help directly in this matter. The State has in some countriK taken on itself 
the. responsibility of supplying certain types of food to certain classes of the 
- P'i'P'ilation, especially to children. Action in respect of school-going children 
■would largely devolve on the local authorities. Consideration of this question 
-.toay be possible in some of the bigger industrial centres. The State, can, how- 
ever, fieip matter by indirect action in some of the ways enumerated 

below. It could help “to increase the technical efficiency of food production, 
to improve market organisation, to remove trade- barriers or to eliminate 
. ^direct taxation, particularly on commodities constituting the prime necessities 
; f A cheaper supply of sugar and of protective foods such as vegetables, 

ftaite, and especially milk could be obtained as a resuk of mcrei^ed technical 
. ‘efficiency ’ and better marketing organisation. Elimination of indirect t^ation 
; toay also be helpful. Our customs duties are too high; also in many Indian 
Cities where the octroi is an important source of municipal income its effect is 
^‘^hly regressive and. its incidence i s specially heavy on commodiUcs of 

, -51. 1,. 0., "Workers’ Nutrition and Social Policy,” 1930, p. 44. 
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U-nf meagre budgets is not altogether negligiP e 

In houmj the ™rVm the S»te can ect ,n a ™tc direct ^ 

n„>. the umter-S eepemnte <>■»''•«•■*' °^,"S„ S'°voAe,a cannot le 
normc st-nem even the barest needs m honsm- d uidu p,^re! 

satufied The State has, therelote had to „ „ncj Be 

where the income of tNorken ts comparaasdv fegb ccwaofdmart!' 

Bombay and Calcutta xvhere a loxy wage « 
high cost of housing acconrtiodauon, condiuons m this regara 
ploraUe. Rent, e\-en for accommodation that is of the j ^ 

n-pe inaLes in these cuts considerable inroads on the total inc^ 
worler It should be remembered that rent copsututes one of the rn-^ 
potant Items tn the cost of Uvins of the worker, and an cxcessi»*c ^ 
en account of rent senoudy affects the sue of the residual uico mc ^ . 
thi* general standard of living The eRect ol high rent m reducing esepett 
on food has been marked by many students of the standard of u^S ® . 
working classes. Though eondiUom in this respect arc specially bad 
b gger centres of Indian industry, almost nothing has so far been J* 
prove them. A fexv sporadic and 31 conceived aitanpts vert made m bo® 
many years ago They fafled to reliexe the situation The avic auihonbes, 
whom, after all the roam tespoaibihty lies, haxe vet not bestirred *^?”**^ 
to acooT anywhere The problem, it should be realised is not one that 
be dealt with by means of rent controi Its soluuon inx-oKcs a well ihoughi 
out and coordinated plan of slum clearance and bouse buDding If woAet* 
ar* to be pnavidcd with decent housuig po reliance can be placed on the hap* 
hazard activiiies of pnxate cstat* agents or *pccul3ti\-c buOdeis The centi® 
or local gmemmeot must either directly build or subsidise the building “ 
houses and these houses must be made available at reduced rents, or a system ol 
rent rebates must be introduced- Tbs is not the place to disci-ss the subject 
at length but 1 want to emphasoe that the housing of workers is a majo* 
CIVIC responsibihfy which seems yet to be entirely neglected No ci«c a® 
thoniies seem to pay this subject the attoiuon they should in planning, » 
they plan at all, the dcxelopment ol new areas or mumapal estates. 


Nothmg to inudi directly affects the elTracacy of the xvorkcr aS hn 
health. The cicec connecocm betxvccn health housing and «anitary condp 
tions IS already <ho^vn by the hi-b rates for resp ratorv disease and dx’sentery 
and diarrhea m *e urban areas"* Better herusmg wTl thus directly lead » 
^ttcr health. There are also manv other directions in which State expem 
Ature can be incurred in order to better the health of the vrorken. Apart 
from such measures as the prevention of the spread of infection and the pro- 
wsion ol samtary surroundrogs m the atws. the provis On of free medicines nfld 
free medical attendance is what s da^j required by the worker For, though 
fawSy budget statistiQ meaa a bole mone y sometimes spent by workers on 
<t. L. O “Tb* Vi'firi.tf* SUndardot IjTisg,* xjjj 



medicines or medical treatment, the amount they can spare for the purpose is 
so small as to be of Httic avail at the existing prices of medicines and medical 
attendance. It has been found that in all countries “among the working 
classes especially, the level of the standard of Imng in respect of health, educa- 
tion and social services is dependent upon Community or State services sup- 
plied free of cost.”’ This, of course, applies to India with even greater force 
than to other countries. The organisation of a State health or medical service 
is thus a matter of sdtal importance. Its great value in Indian conditions can- 
not be over-emphasized. \Vc have, unfortunately, little statistical data on this 
question. It is, however, well-known tliat a considerable part of the ab- 
senteeism recorded in factories is due to ill-health among tvorkers. There arc 
again a large number of disc.nscs prevalent in Indian industrial cities like 
malaria or guinea-worm which sap the vitality of our labouring classes. In 
these eases a course of regular medical treatment is usually found to be of 
great mluc, and if taken at an early stage ^s^ll save the tvorkcr, and incidentally 
the industry also, many days of %v'ork lost through sickness and a permanent 
hapairment of energy’. In the large majority of instances, the worker is^ both 
tw> poor and too ignorant to undergo a course of such treatment. No csdmatc 
ran be made of loss in income to workers and die loss to industry due to the 
mcidcnce of sickness, of largely prcvcntible character, in Indian cities. 
efforts have been made by governments and employers to deal wth the prol> 
lem, but these have been able to touch only the fringe of the problem. In all 
die major centres of industry' the only cffccdvc means of dealing trith it is the 
S)’5tcmatic organisation of a free medical sendee of which the workers are in- 
duced to take advantage. The one way in which this can be done effective y 
"ould be by organising a scheme of sickness insurance. I consider that sick- 
nes insurance is one of the most urgent needs of industrial ivorkcrs, and that 
« is a measure tvhich is ultimately likely to protddc a very substantial return 
the amount spent on it. Under a sickness insumnee scheme it is usual to 
provide for free medical attendance, a free supply of mcdicmcs 
fances, and in a ease of prolonged illness some cash tocfit to 

the maintenance of the worker and his family. These arc, %v a ^ 
minimum benefits. Additional benefits of a diverse 
according to the funds at the disposal of the scheme. The s^cmes^e 
contributory and compulsory. Voluntary schemes ^ ‘ 

of cases fail'd to work in other 
J India. It is too much to expect Indian workers 
nets to join, in large numbers, a voluntaty scheme. e 
rheme arc usually the workers, the employer, rrnd e ‘ v tj ^ „ 

suggested thit in India no contributions to such 
f rd from the worker. It is likely, however, that wote wiU fml to reatee 

; nnportance of schemes to which they make no ^ 

not fair that industrial workers who are not 

^j^^should be provided with are expected to con- 

Moreover, as the proportions m which me p rharec on the 

^0 such an insurance scheme arc ngi y ’ u inconvenience, 
can be madcso light that it could be borne without m uch inconveme nce. 



The mam objceton that has so far been raised against the inceptioa d 
a *chcme of s.ckriess insurance has been the lack of basic statistical data, ha 
experimental schemes other cotnpulsQr> or voluntary have bilheno been 
operated in any part of India. Mottover, no enquiries ha%e yet been cot* 
ducted mio the mcidencc of »icl.ncJS among Indian industrial svotVers. It n 
urged that in the absence of these data it b unptBsible to build up a scheme of 
ackness insurance. It may in reply be pointed out that a lar^ number cf 
difficulties arc involved in the conduct of an investigation into madence of sak 
ness among industnal labour A few attempts made by the Labour Office of 
the GoNcmrfient of Bombay brought to bght these difficullies m a stiikiDg oua* 
net and failed to yadd any significant results cannot, hossever, on tfcu 


account pcstpone mdennitel) the introduction of sickness insurance. We hate 
a considerable body of data collected as the result of the experience of the 
working of sicknes insurance under a \ancty of conditions in countries all the 
world oi-cr These data can certainly be used for frammg a tcntatis-e «cbeme. 
It should further be noted that even when statistical data regarding the m- 
adcnce of sickness arc available, previous to the mtjoducuon of «ickness cv 
su^ce, It IS the experience of many countnes that the actual madence cf 
ictaess under a scheme of insurance diflcR widely from that yielded by tht 
a disertpancy should ar« 
•p. hn «ponmg of «ickn<S5 and the abscnieeism on account of it 

Sn ^ when ivorken can obtain relief and free treatment 

’■ »' 
rus ^ranc. ^ Ohjettion against an attempt to inlroduce nd 
need not be because the batutt bf an insurance seheffe 

SLtloTtrl^ e^, ™ “ 1“ h»PP“'^ 

and to sem3«teni pteceeds, and adjustments tn beneSa 

e^penen^^, “■»"'»«»»» eeuM be made J aetuel 

problem of the health tentative estimates made. TK 

eamtot be taeUed sabstac.odly 
such faoEucs as the Sf.it,. « ^ benefits dented at present fr«^ 

certain. Sufcness msuranr,. L? arc neither substantial n« 
providing for thn urcent need *® ^ mans of adequately 

the immediate intTodur„Jl r v cheap cost, and I consider 

taken by the Stale ° “ Scheme as the first step that should be 

t)l>e of insurance— wil^uang m India, the other tmportaBt 
The problems rased by Unemployment— are perhaps greater 

successful working of I sri,— are more complex, and ih' 
to« which are of a much mor/im Ireurance depends on fac 

the working of a scheme of charart^ than those which determine 

IS almost as iraporunt as that of introduction of the one 

vmrler to tide over the period of i Sicknes insurance enables the 

and nukes arrangementt for the m«i on account of ill health 

ot Help 33“ Ult Z dSf ‘“k I" 

y which depends on btf 



accumulated resources, is very nicagre. ft is tlic experience of all countries 
that during periods of unemployuncnt the standard of living of the ^vorkers 
tends to deteriorate rapidly, and that undernourishment is most marked among 
the unemployed and their families. If the period of unemployment is pro- 
longed, the worker may lose his skill at work and suffer, as well, a permanent 
impairment of health. In the modern world where rapid changes take place 
in technical methods of production as well as in the size of the demand for 
particular products, considerable variations arc apt to occur in the volume of 
employment offered by particular industries. The workers then suffer from 
a turn in fortune brought about by circumstances entirely beyond their con- 
trol. Society must under these conditions step in to conserv'e tlie health and 
■ skill of the workers in the community. In India a prolonged period of un- 
employment generally sends the worker to his home in the village. Conditions 
in rCspect of die connection of the industrial worker with the vi age i er 
from one centre of industry to another. There are today a number of large 
and important centres in which the connection of the industnal Avorker wth 
the village may be said to be merely nominal, and the workers standard of 
living suffcm almost as great a fall by going back to the village as it would 
' if he had stayed on in the city. It would on the whole c et er i m 
eircumstances the worker did not return to the village, or, c ^ 

alivay-s seeking Avork and Avould be likely to find it earlier an le ® 
place of work. It is also necessary for a proper administration 
of unemployment insurance that the Avorkcr should not eave te p 
he habitually finds employment. From this point ° ^ 

force Avould seem to be a dc.sidcratum. Another difficulty m conn^n Anth 
thcAvorking of unemployment insurance is tlie uncertainty ^ 

t^ken. Prolonged period of persistent unemployment j" Henerr 

’oay bring even old-established insurance funds f 
employment insurance Avill have to be launched with greater cau 

®ckness insurance. 

Another important need of Avorkers ribout Avhich a essential 

« in tccM yea is holidays ™th pay. HoMays 

because they afford the labourer the neccssar)' break m the stra ^ ^ 

continuous industrial Avork. If holidays Avith pay arc > 

»“4=r can take some day^ off only at the loss o WiSy 

t Would in the circumstances, not be inclined o “ ^ 
every year. It should, however, be 

yvitfi pay usually falls “*''y f^s^^Son towards teasing 
^ be considered as part of a programme of economic 

^™rke,s’ standard of living. Their cost wou M 'Tsa. 

SC and not be an addition to it. In the scale o urge V provision for 

unemployment insurance ivould defeitc y activides, 

days Avith pay. Reference may be made ytat-n bv the State in 

^ » old ai pemions and family allowance, p'^taly 

^"countries A number of these raise quesuom dis- 

o^d with problems of industrial labour. is § disnosal we have to 
^ »>om; «, 4th the extremely limited resources « A pnJ- 

'*«"trate our attention on the fundamentally essential services. p 
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gramme of ^vorkeis' edocntion and housing and of sicVr® “"^KS 
Lirancc is large enough and cosUy enough to occupy aU the avaium 
and energies in the near future. 

A tvord in passing may be said about the labour welfare ^ 

taken by some prosincial governments. Wdfarc activnUa ^ no ^ 
come, but it is ifncult to asses their real value to worken Their u 
depends a great deal on local circumstances and the cffiaency of a 
tion in the locahtv Adi’antagcs of the faabtics at welfare centres ^ 

spread over the mas of workers. It «cetns to me, therefore, that this ^ 
properly undertaken not b> a provmaal government but by avnc au 
The provjion of parks, hhrancs, plaxgrounds for chi’dren and 
faeilitio for adults arc duUe which arc evcr^i'hcre rccogiuacd as 
bihus devolving on local bodio The provincial governments ^ 
proper authontio for administering such semces, nor *houId the buro 
such tughly localised servics fall on provincial funds. 

It ma> be asked wh> the State should do anything speoally for 
dustnal vrerker as long as he gets his proper economic wage I have already 
indicated the ground of «ocial responsibihty and also the pofsibility of - 

mg by thee means the eRoeney of the worker I ivould, however, in additn? 
hke to say something about the character of an economic 'vage The cconom»d 
wage reflects nothmg more than the way ui which any particular econww^ 
arrangements work. It has no social or ethical implicauons It is, iheref^ 
distmctly unfortunate that Prof Pigou should have applied the term * fa^* *® 
the economic wage. Not only is there nothmg “fair” about a particular 'vag®* 
but one may even go so far as to say that there are no special economic ub* 
pheations about partcuUr wage levcb The whole system of wage 
IS the result of the pre-existing distribution of economic, poblical, and *oci3l 
power and of the manner m which particular pohtical, roaal, and economic 
institutions work. Unless one is mchned just to acquiesce m all that “is” and to 
grant that all these arrangements carry a special stamp of equity or reasonable- 
ness, no parucular importance can be held to attach to the existing level of 
wage payments. It used once to be maintained that most of the differences m 
levels of wage payments acted as mcenuves and were required to call forth the 
appropriate efforts. Even this proposition is hardly tenable today or tenable 
only wiihm very narrow limits. It is a truism that today the work of a dis- 
apxable and ta.xmg namre is performed for a mere pittance, while light and 
pleasant work commands hi^ scales of remuneraUon. One may also observe 
that from country to country the levels of payments for similar types of effort 
are graded m very different ways. The instituUonal structure of <^cty m-ery 
where affects fund^entallv the distribution of income. Those holdmg cco- 
power are able to levy a large tribute from society, and those depnved 
of 11 or of opportuniacs for acquiring « End it impose blc to make a bare hv- 
mg Unless, thercfor^ one is indmcd with the lauset faire phUceophcr to 
treat the t-us^g institouons and the manner of their working as immutable. 
It i^uld not be p^-ble to shirl social responsibihtv in the matter of the p«^ 
p es standard of hving There b no jwesumpuon m favour of n^arding eX' 
isung eondiuoas as fair or noninterference as the generally desirable policy 



It is a matter of discussing cadi proposal or project, without any prepossession 
either way, on its own merits. 

Finally, a few words may be said about a criticism generally levelled at 
programmes for allciaating the condition of industrial labour. It is said that 
the industrial ivorkcr is much better off than tlie bulk of the rural popula- 
tion and that there is, dicrcforc, much less need for the State to do anything 
for him than for the rural population. I have noticed tiiat this plea most often 
proceeds from people who want the State to do nothing cither for the one or 
the otlier. Whctlicr the industrial ivorkcr is really better off than the agricul- 
turist is a question whose consideration need not detain us; for the principles 
on which the line of action proposed above is based arc applicable equally to 
the rural as to the urban population; and advocacy of one set of reforms docs 
not necessarily mean the neglect of other equally urgent ones. The social 
problem can be suitably dealt with in sections, and though the principles and 
objectives of acdon may be the same cvciy'whcrc, their application may differ 
'videly from case to ease. In the matter of industrial labour its concentration 
in cities more readily focuses tlic attention of the public on its problems; ap- 
propriate methods of dealing ^vith tlicm have also been evolved in other coun- 
tries and arc ready at hand. Tliis docs not mean that the industrial worker 
should receive any more than his due share of the attention and the funds of 
the State. It would, ho^vcver, be perhaps easier to begin immediately with 
the problem of the standard of living of the industrial worker. The acceptance 
of a body of principles and rules in dealing \vith him will naturally lead to an 
extension of State action based on them in respect of other classes of so- 
oiety as well 
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